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SILVER  AND  GOLD 


THE  MONEY  OF  THE  WORLD. 


Chapter  I. 
INTRODUCTORY. 

In  the  following  essay  on  Bimetallism  it  is  proposed  to 
consider  the  benefits  that  may  be  expected  from  the  simul- 
taneous adoption  by  France,  Germany,  the  United  States, 
Italy,  Holland,  Belgium,  and  England,  of  Bimetallism  under 
the  following  conditions  :  — 

(1.)  The  mints  of  these  countries  to  be  always  open  to  the 
public  for  the  free  and  gratuitous  coinage  of  both  gold  and 
silver. 

(2.)  Gold  and  silver  when  coined  to  be  legal  tender  to 
any  amount,  in  the  country  which  coined  them,  at  a  ratio 
to  be  fixed  by  the  common  accord  of  the  above-mentioned 
countries. 

In  order  to  estimate  rightly  the  probable  effect  of  the 
introduction  of  a  monetary  system  such  as  that  described 
above,  it  is  necessary  to  ascertain  the  effect  of  various 
monetary  changes  of  the  past,  so  far  as  they  may  bear  on 
the  subject  in  question ; — to  review  the  results  of  the  de- 
monetisation of  silver  in  Europe,  in  order  to  appreciate  with 
accuracy  the  effects  of  its  remonetisation. 
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I  propose  therefore,  whilst  avoiding  as  far  as  practicable 
the  discussion  of  intricate  questions  of  monetary  technology, 
to  base  my  conclusions  on  facts,  rather  than  on  crude  theories; 
and  to  form  my  opinion  from  the  teachings  of  history,  rather 
than  from  speculative  deductions,  grounded  on  axioms  of 
political  economy,  which,  however  true  in  themselves,  are 
susceptible  of  dangerous  misapplication.  Such  misapplica- 
tion may  lead,  and  as  I  shall  endeavour  to  prove,  has  led, 
to  incalculable  mischief  in  connection  with  monetary  legis- 
lation. 

I  propose  therefore  to  deal  largely  with  the  past,  in  order 
to  forecast  truly  for  the  future ; — to  review  at  some  length 
the  monetary  changes  that  have  taken  place  in  past  years; — 
to  trace  out  the  connection  between  the  abandonment  of 
Bimetallism  and  the  contraction  of  the  volume  of  currency, 
with  its  concomitant  evils ;  to  show  the  connection  between 
falling  prices,  depression,  and  distress  of  the  industrial  classes  ; 
to  find  their  source  in  the  demonetisation  of  silver ;  and  to 
point  out  the  evils  that  have  resulted  from  prejudice,  ignorance, 
apathy,  and  from  the  misapplication  of  the  principles  of 
political  economy. 

The  greatest  obstacle  to  the  removal  of  the  evils  which  have 
thus  arisen  is  an  unenquiring  prejudice,  fostered  partly  by 
several  popular  fallacies,  partly  by  errors  disseminated  by 
superficial  economists,  and  partly  by  the  injudicious  manner 
in  which  the  subject  has  been  treated,  so  as  to  induce  the 
belief  that  Bimetallism  is  something  new,  untried,  and 
abstruse. 

Many  of  those  with  whom  I  have  discussed  the  subject 
have  had  no  clear  conception  of  the  nature  of  Bimetallism, 
and  whilst  fully  recognising  its  importance,  have  complained 
that  a  study  of  treatises  on  the  subject  had  only  served  to 
mystify  them ;  and  this  is  scarcely  surprising,  for  such  treatises 
too  frequently  contain  needless  disquisitions  on  money,  value, 
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exchange,  and  other  cognate  matters,  treated  in  a  manner 
calculated  to  generate  confusion  of  ideas,  and  in  many  cases 
to  mislead. 

Arguments  also  are  frequently  carried  on  from  different 
standpoints,  and  Bimetallists  themselves  have  had  no  small 
share  in  producing  confusion  in  this  manner.  Within  the 
last  few  years,  however,  a  flood  of  Bimetallic  literature  has 
been  poured  forth,  and  the  subject  is  becoming  daily  better 
understood;  but,  in  England  especially,  much  ignorance 
still  prevails,  as  indicated  by  the  objections  raised  from  time 
to  time  by  the  opponents  of  Bimetallism. 

It  is  therefore  necessary  to  go  over  much  beaten  ground  in 
order  to  prove  that  Bimetallism  is  neither  new  nor  untried ; 
and  that,  far  from  being  opposed  to  the  laws  of  political 
economy,  its  action  is  wholly  dependent  on  the  laws  of  supply 
and  demand ; — that  the  gold  monometallism  of  England  has, 
from  first  to  last,  been  a  source  of  inconvenience,  loss,  and 
danger ;  and  that  England  has  been  only  saved  from  serious 
disaster  by  the  Bimetallism  of  France.* 

I  shall  show  that,  when  the  Bimetallism  of  France  no 
longer  existed,  disaster  overtook  England;  and  that  the 
disaster  was  accurately  predicted ; — that  the  arguments  which 
have  been  brought  forward  to  account  for  the  disaster  other- 
wise are  illogical  and  unsatisfactory ; — that  the  only  practical 
remedy  lies  in  a  return  to  Bimetallism,  and,  until  this  is 
effected,  a  grave  danger  menaces  the  commercial  world  and 
the  industrial  classes. 


Chapter  II. 
NATURE  OF  BIMETALLISM. 
Money  is  the  standard  by  which  we  measure  the  value  of 
commodities  or  exchange. 


*  See  Chap.  X. 
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Every  standard  of  measurement,  whether  it  be  of  length, 
weight,  capacity,  or  value,  should  be  so  constituted  as  to  be, 
as  far  as  practicable,  incapable  of  variation. 

A  variable  standard  of  currency,  like  false  weights,  enables 
the  unscrupulous  to  take  advantage  of  the  unwary.  It  in- 
duces gambling  speculations,  and  gives  rise  to  those  financial 
crises  which  spread  ruin  and  bankruptcy  broadcast. 

"When  accuracy  is  required  in  a  standard  of  length,  it  is 
usual  to  employ  "  compensation."  The  most  simple  form  of 
"  compensation  "  is  the  employment  of  two  different  metals, 
so  combined  that  the  expansion  or  contraction  of  one  neu- 
tralises that  of  the  other.  Bimetallism  is  the  method  of 
compensating  the  standard  of  currency. 

Bimetallism  is  the  adoption  of  two  metals  (gold  and  silver) 
jointly  as  the  standard  of  currency,  at  a  fixed  ratio  ;  either  of 
these  metals  being  a  legal  tender  at  the  option  of  the 
debtor.  The  ratio  adopted  in  France  was  1  of  gold  to  15^  of 
silver. 

The  action  of  Bimetallism  is  simple ;  and  it  is  automatic, 
for  this  reason.  The  value  of  a  metal,  in  currency,  is  practi- 
cally determined  by  the  demand  for  it,*  and  the  moment  that 
the  value  of  one  metal  would  rise  appreciably  above  that  of 
the  other,  the  demand  for  it  would  temporarily  cease,  and  at 
once  be  transferred  to  the  other  metal.  There  is  thus  a 
constant  automatic  action,  tending  to  form  an  equilibrium 
between  the  two  metals  at  the  ratio  fixed,  and  this  action  is 


*  It  is  not  difficult  to  understand  why  the  value  of  precious  metals 
under  a  Bimetallic  currency  should  be  regulated  by  the  demand  rather 
than  by  the  supply.  Any  large  supply  of  metal  simply  adds  a  compara- 
tively small  percentage  to  the  world's  stock  of  metallic  currency,  but  the 
cessation  of  demand  for  either  of  the  metals,  roughly  speaking,  has  the 
temporary  effect  of  throwing  out  of  demand  half  the  available  stock.  It 
may  also  be  remarked  that  under  a  gold  monometallism,  any  large 
variation  in  the  supply  of  gold  would,  (if  unchecked  by  the  influence  of 
Bimetallism  such  as  that  formerly  current  in  France,)  roughly  speaking, 
exert  double  the  influence  that  it  would  in  the  case  of  Bimetallism. 
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not  an  interference  of  the  laws  of  supply  and  demand,  but 
works  through  the  agency  of  those  laws. 

With  a  monometallic  currency,  whether  it  be  of  gold  or 
silver,  there  can  be  no  such  compensatory  action.  The 
demonetised  metal  is  degraded  into  a  commodity,  and  the 
monetary  relations  between  two  nations  (one  of  which  has  a 
gold  and  the  other  a  silver  monometallic  currency)  degene- 
rate into  a  system  of  absolute  barter;  each  metal  being 
subject  to  the  most  violent  fluctuations,  unless  there  be  a 
country  possessing  a  Bimetallic  currency,  of  sufficient 
monetary  importance,  to  produce  an  equilibrium  at  a  fixed 
ratio. 

The  conditions  necessary  for  the  maintenance  of  Bimetallism 
are :  That  the  coinage  of  both  metals  shall  be  absolutely 
unrestricted;  and  that  the  nation  or  nations  adopting  a 
Bimetallic  standard  shall  be  of  sufficient  monetary  importance 
to  influence  the  currency  of  the  world.  France  alone  has 
been  of  sufficient  monetary  importance  to  maintain  the  equili- 
brium under  the  most  trying  conditions  for  more  than  seventy 
years,  until  it  abandoned  the  double  standard  in  1873,  by 
restricting  the  coinage  of  silver. 

A  restriction  of  the  coinage  of  either  metal  at  once 
establishes  a  difference  between  the  value  of  coin  and  that 
of  bullion,  (of  that  particular  metal,)  and  thus  destroys  the 
equilibratory  action  which  I  have  described. 

There  is  also  another  condition  which,  though  important,  is 
not  absolutely  necessary  for  the  maintenance  of  Bimetallism, 
viz.,  the  adoption  of  the  same  ratio  in  those  States  which  use 
a  double  standard.  If  this  be  not  done,  there  is  a  tendency 
in  each  metal  to  be  exported  to  that  country  in  which  the  best 
terms  are  to  be  obtained;  for  example,  the  ratio  in  the  United 
States  was  formerly  1  in  15,  while  that  in  France  was  1  in 
15^- ;  consequently  much  gold  was  exported  to  France.  In 
1834,  however,  the  United  States  changed  the  ratio,  but 
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instead  of  adopting  the  same  as  that  in  France,  as  advised 
by  their  experts,  they  foolishly  adopted  a  ratio  of  1  in  16, 
which  caused  an  export  of  silver  to  France ;  but  such  is  the 
elasticity  of  the  Bimetallic  standard,  that,  although  each  metal 
sought  that  market  which  offered  the  most  favourable  terms, 
the  ratio  was  practically  unaffected  until  the  abandonment  of 
Bimetallism  by  France  in  1873. 


Chapter  III. 

KELATION  OF  POLITICAL  ECONOMY  TO 
BIMETALLISM. 

We  are,  in  the  present  age,  sorely  afflicted  by  the  scourge 
of  a  class  of  shallow  thinkers,  who,  having  obtained  a  slight 
smattering  of  the  general  principles  of  political  economy, 
dogmatically  apply  those  principles  to  the  most  intricate 
cases,  with  a  confidence  and  self-complacency  which  would 
be  amusing,  were  it  not  for  the  disastrous  results  which  ensue 
from  the  adoption  of  their  conclusions.  Men  of  this  class 
appear  to  have  overlooked,  or  at  least  to  have  forgotten,  the- 
sensible  cautions  given  by  eminent  political  economists  to 
students  in  the  science  of  economics.  As  a  rule,  they  dis- 
regard the  teachings  of  past  experience ; — they*  have  no 
practical  knowledge  of  the  subtle  and  complex  factors  which 
seriously  influence  the  working  of  the  theories  they  advance, 
and  they  despise  the  warning  of  those  practical  specialists 
who  have  that  experience  which  they  themselves  lack. 

To  quote  from  the  report  to  the  Bankers'  Union  of  Paris  : — 
aThe  monetary  question  is  everywhere  the  question  of 
"  the  day ;  Monometallists  and  Bimetallists  dispute  upon  it 
"  vigorously.  Unfortunately,  the  discussion  has  been  given 
"  over  to  theorists,  and,  until  now,  practical  people,  men  of 
u  business,  have  devoted  but  little  attention  to  it.  Their 
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"  abstention  from  it  is  a  matter  for  regret,  and  it  is  high  time 
"that  agriculturists,  bankers,  merchants,  and  tradesmen, 
"  should  take  part  in  the  discussion.  We  are  face  to  face 
"with  a  question  which  is  eminently  practical.  Theory, 
"  pure  and  simple,  can  no  more  solve  the  question  to-day, 
"than  in  1859,  when  the  apostle  of  the  Monometallists, 
"  M.  Michel  Chevalier,  proposed  to  demonetise  gold,  in  the 
"  same  way  in  which  his  disciples  are  proposing  to  demonetise 
"  silver.  It  is  well  known  that  in  this  struggle  between  the 
"  two  metals,  gold  and  silver,  M.  Michel  Chevalier  was  defeated. 
"  His  defeat  was  due  solely  to  the  intervention  of  business 
"  men,  who,  opposing  the  practical  science  of  business  to  the 
"theoretical  science  of  ideas,  succeeded  in  maintaining  the 
"  double  standard." 

Mr.  Arthur  Balfour,  M.P.,  at  the  first  annual  meeting  of 
the  International  Monetary  Standard  Association,  in  alluding 
to  the  difficulty  of  stirring  up  public  opinion  on  the  silver 
question,  and  its  connection  with  the  general  depression  of 
trade,  pointed  out  that  this  difficulty  was  increased  "  by  the 
"  false  political  economy  which  has  been  current  in  England, 
"but  which,  by  the  influence  of  such  works  as  those  of  Pro- 
"  fessor  Jevons  and  Professor  Sidgwick,  cannot  long  prevail 
"  in  this  country." 

Jevons  has  remarked :  "  English  writers  seem  completely 
"to  have  misunderstood  the  question,  asserting  that  the 
"  system  "  (Bimetallism)  "  exposes  tfs  to  the  extreme  fluctua- 
"  tions  of  both  metals.  Nor  is  this  the  whole  error  of  English 
"writers..  A  little  reflection  must  show  that  Wolwoski  and 
"  Courcelle-Seneuil  are  quite  correct  in  urging  that  a  com- 
"pensatory,  or  I  should  prefer  to  call  it  an  equilibratory, 
"  action  goes  on  under  the  French  currency  law,  and  tends  to 
"  maintain  both  gold  and  silver  more  steady  in  value  than 
"  they  would  otherwise  be."* 


*  "  Money  " :  Jevons,  p.  137. 
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Emile  de  Laveleye  lias  also  pointed  out  that  many  of  the 
principles  put  forward  by  the  deductive  school  of  political 
economy,  and  accepted  by  the  English  public,  as  evident 
truths  and  clear  axioms,  are,  in  reality,  demonstrable  errors, 
and  in  total  contradiction  to  facts  and  events  of  daily 
occurrence. 

It  is  far  from  my  intention  to  underrate  the  value  of  political 
economy  :  its  truths  are  undeniable  and  its  laws  immutable  ; 
but  opinions  are  often  mistaken  for  truths,  misapplications 
of  truths  for  fixed  laws.  The  dogmatic  misapplication  of 
clear  axioms  of  economics,  is  the  most  frequent  source  of 
error  which  has  degraded  the  science  of  political  economy  by 
placing  it  in  a  false  position,  and  throwing  undeserved  discredit 
upon  it. 

An  unbiassed  study  of  the  history  of  political  economy  is 
interesting  and  instructive.  We  find  system  succeeding  to 
system,  one  school  superseding  another  school  of  economics, 
each  probably  containing  many  germs  of  truth  but  also  of 
error,  and  each  in  its  time  apparently  established  firmly  as 
an  authority  from  which  it  was  rank  heresy  to  dissent.  The 
mercantile  system,  the  physiocratic  school  of  Quesnay,  the 
opinions  of  Steuart,  Adam  Smith,  Kicardo,  Mill,  the  "  third 
"  school "  of  economics,  and  others,  each  have  had  their  turn 
in  the  tide  of  popularity.  Professor  Sidgwick  has  remarked  : 
"  Some  twenty  years  ago,  both  the  theory  of  political  economy 
"in  its  main  outlines,  and  the  most  important  practical 
"  applications  of  it,  were  considered  as  finally  settled  by  the 

"  great  majority  of  educated  persons  in  England  

"  It  seemed  that  the  science  had  at  last  emerged  from  the  state 
"  of  polemical  discussion  on  fundamental  notions  and  principles, 
"  and  that  whatever  further  remained  to  be  done,  would  be 
"  building  on  a  foundation  already  laid.  J.  S.  Mill's  language 
"had  a  considerable  share  in  producing  this  belief;  since 
"  Locke,  no  English  thinker  has  exercised  so  wide  and  intense 
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"  an  influence  on  his  contemporaries  It  is  not 

"  surprising  that  the  younger  generation,  to  whom  his  treatise 
"  soon  became  the  chief,  and  often  the  sole,  source  of 
"  economic  knowledge,  should  be  equally  confident ;  and  that 
"  it  should  become  the  fashion  to  point  to  political  economy 
"as  unique  among  moral  sciences  for  the  clearness  and 
"certainty  of  its  method,  and  the  admitted  trustworthiness 
"  of  its  conclusions."* 

But  after  a  time  serious  attacks  were  made  on  the  Kicardo- 
Mill  system  of  economics  by  friend  and  foe.  Professor 
Bonamy  Price  accused  Mill  of  introducing  utter  confusion 
into  the  topic  of  wages. f  Cossa  deprecated  "  Mill's  ardent 
"  concessions  to  Socialism "  and  his  "  narrow  philosophical 
"  utilitarianism";  and  in  discussing  Thornton's  work  he  wrote  : 
"It  is  an  excellent  one ;  it  made  a  great  impression  on  Mill, 
"  and  caused  him  to  abandon  his  theory  of  wages  fund,  which 
"  has  also  been  opposed  by  Longe,  by  the  American  economist 
"  Walker,  and  by  Brentano."^  The  German  economists  have  also 
roughly  handled  the  English  system  of  economics,  which  they 
contemptuously  stigmatise  as  "  Manchesterthum."  Cook  also 
writes  :  "  Mill,  however,  is  said  to  have  abandoned  the  see-saw 
"  theory  in  his  latest  and  yet  unpublished  essays."||  Macleod, 
too,  remarks :  "  This  does  not  exhaust  the  absurdity  of  the 
"  Eicardo-Mill  theory  of  rent,  but,  in  fact,  Mill  himself  has 
"completely  overthrown  this  theory. "§  Jevons  writes  still 
more  severely  :  "  The  only  hope  of  attaining  a  true  system  of 
"  economics  is  to  fling  aside  once  and  for  ever  the  mazy  and 
"  preposterous  assumptions  of  the  Kicardian  school." 

*  "Principles  of  Political  Economy":  Sidgwick,  p.  1. 
t  "  Practical  Political  Economy":  Bonamy  Price. 

t  "Gruida  alio  Studio  dell'  Economio  Politico":  Luigi  Cossa,  Book  II. 
cap.  iii. 

||  "  Labour  " :  Joseph  Cook,  p.  179. 
§  Macleod's  Economics,  p.  116. 


22 


The  causes  which  have  led  to  this  result  are  not  difficult  of 
comprehension.  Political  economy  is  not  one  of  the  "exact 
"  sciences."  It  is,  to  use  the  words  of  Cliffe  Leslie,  "  not  a 
"  body  of  natural  laws  in  the  true  sense,  or  of  universal  and 
"  immutable  truths,  but  an  assemblage  of  speculations  and 
"  doctrines,  which  are  the  result  of  a  particular  history, 
"  coloured  even  by  the  history  and  character  of  the  chief 
"  writers." 

The  application  of  such  inexact  laws,  if  laws  they  can  be 
called,  is  fraught  with  difficulty.  Even  the  application  of  so 
exact  a  science  as  mathematics  is  so  accompanied  by  such 
uncertainty  as  to  have  given  rise  to  the  saying  that  u  theory 
"  and  practice  never  agree."  But  this  saying  involves  a 
fallacy ;  the  paradoxical  results  are  really  due  to  faults  in  the 
application  of  the  theory,  and  in  the  neglect  of  numerous 
factors  which,  though  apparently  small  and  inappreciable, 
seriously  affect  the  result ;  and  if  this  be  the  case  with  the 
exact  science  of  mathematics,  it  must,  a  fortiori,  hold  good  in 
so  inexact  a  science,  or  art,  as  political  economy,  in  which, 
moreover,  the  factors  are  far  more  recondite  than  those 
which  influence  the  application  of  mathematics. 

Luigi  Oossa,  the  eminent  Italian  economist,  has  remarked : 
■u  It  is  needful  to  hold  ourselves  aloof  equally  from  the 
u  so-called  doctrinaires,  who  refuse  the  assistance  of  practice, 
u  and  from  the  empiricists,  who  obstinately  close  their  eyes  to 
"  the  light  of  theory.  The  pure  science  explains  phenomena 
"  and  determines  laws ;  the  applied  science  gives  guiding 
"  principles  which  practice  brings  into  conformity  with 
"  innumerable  varieties  of  individual  cases."*  Sidgwick 
remarks :  "  It  is  very  rarely,  if  ever,  that  the  practical 
"  economic  questions  which  are  presented  to  statesmen  can 
"  be   unhesitatingly  decided  by   abstract   reasoning  from 


"  "  Guida  alio  Studio  dell'  Economio  Politico:"  L.  Cossa,  Preface. 
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"  elementary  principles.  For  the  right  solution  of  them,  full 
"  and  exact  knowledge  of  the  facts  of  the  particular  case  is 
"  commonly  required,  and  the  difficulty  of  ascertaining  those 
"  facts  is  often  such  as  to  prevent  the  attainment  of  positive 
"  conclusions  by  any  strictly  scientific  procedure."* 

Professor  Fawcett  has  remarked:  "Political  economy  is 
"  more  frequently  talked  about  than  any  other  science,  and 
"  its  principles  more  frequently  applied  in  the  discussions  of 
u  ordinary  life,  but  no  science  has  perhaps  been  more  imper- 
"  fectly  understood."  Mill,  too,  though  at  first  strongly 
insisting  on  the  finality  of  his  conclusions,  eventually  became 
more  diffident,  and  in  one  of  his  later  works  wrote  :  "  One  of 
"  the  difficulties  of  modern  times,  the  separation  of  theory 
"  from  practice,  of  the  studies  of  the  closet  from  the  outward 
"  business  of  the  world,  has  given  a  wrong  bias  to  the  ideas 
"  and  feelings  both  of  the  student  and  of  the  man  of  business. 
"  .  .  ,  There  is  almost  always  room  for  a  modest  doubt  as 
"  to  our  practical  conclusions."! 

The  doctrinaire,  oblivious  of  such  warnings,  either  utterly 
ignorant  or  regardless  of  the  past  history  of  Bimetallism,  and 
trusting  entirely  to  theory,  contends  that  gold  and  silver  are 
two  commodities,  that  it  is  contrary  to  the  laws  of  political 
economy  that  legislative  action  can  either  give  or  maintain  a 
relative  value  in  two  different  commodities ;  and  applying  this 
principle  to  Bimetallism,  he  concludes  that  a  double  standard 
cannot  be  maintained.  The  empiricist,  on  the  other  hand, 
argues  that  gold  and  silver  do  not  follow  the  same  rules  as 
those  which  govern  other  commodities,  but  are  subject  to 
some  occult  monetary  law  fixed  by  legislative  action.  He 
knows  by  experience  that  Bimetallism  has  been  maintained 
for  three-quarters  of  a  century,  notwithstanding  enormous 


*  "  Principles  of  Political  Economy  " :  Sidgwick,  p.  8. 

t 44  Some  Unsettled  Questions  of  Political  Economy":  J.  S.  Mill,  p.  156. 
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fluctuations  in  the  production  of  the  precious  metals,  and  he 
arrives  at  the  conclusion  that  "a  double  standard  can  be 
"  maintained." 

Now,  in  such  an  argument  both  parties  are  wrong  and  both 
are  right.  The  doctrinaire  is  right  in  his  theory,  but  he  is 
wrong  in  his  conclusions ;  on  the  other  hand,  the  empiricist 
is  wrong  in  his  theory,  but,  fortunately,  he  is  right  in  his  con- 
clusions. The  theory  of  the  empiricist  is  wrong  only  in  the 
sense  of  his  adversaries'  argument  that  law  fixes  the  ratio 
between  the  two  metals  directly ;  it  is,  however,  right  in  the 
sense  that  law  sets  up  an  action  which  indirectly  fixes  the 
ratio  within  very  close  limits. 

A  little  reflection  will,  I  think,  render  this  self-evident :  If 
a  precious  metal  be  declared  by  law  to  be  a  legal  tender,  a 
constant  "demand,"  or  that  which  is  equivalent  to  a  demand,* 
for  it  is  at  once  set  up.  If,  on  the  other  hand,  it  be  declared 
not  a  legal  tender,  the  "  demand "  for  it  will,  to  a  great 
extent,  cease.  Now,  a  "  demand  "  is  a  decisive  factor  in  the 
"  value  "  of  things.  It  is  clear,  therefore,  that  monetary 
laws  can  affect  value.f  t 


*  It  may  be  convenient  here  to  note  the  distinction  between  %i  demands  " 
of  a  different  character  in  respect  of  money,  viz. :  between 

(a)  That  permanent  demand  which  the  unrestricted  mintage  of  a 

metal  sets  np,  inasmuch  as  it  offers  to  the  owner  of  that  metal  a 
constant  market  for  it  at  a  fixed  rate,  no  matter  how  much  or  how 
little  of  it  is  forthcoming  ;  and 

(b)  That  temporary  demand  which  is  set  up  for  one  particular  metal, 

tending  to  an  agio,  and  produced  by  the  choice  of  that  metal  which 
a  debtor  selects  in  satisfaction  of  a  payment, 
t  Dana  Horton. 

I  The  error  of  those  who  deny  that  the  value  of  the  precious  metals 
can  be  affected  by  monetary  legislation,  has  been  proved  in  the  most 
unmistakable  manner  by  recent  events;  for  when  it  was  believed  that 
the  Compromise  Silver  Bill  would  pave  the  way  to  the  free  coinage 
of  silver,  the  price  of  bar-silver  suddenly  rose  from  43|  to  54|  pence 
per  ounce,  or  an  increase  of  25  per  cent,  in  value;  but  as  soon  as  it 
became  evident  that  this  expectation  would  not  be  realised,  the  price 
of  bar-silver  fell  as  suddenly  as  it  had  risen. 
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Let  us  then  consider  how  the  double  standard  acts  in  form- 
ingan  equilibratory  "  compensation,"  thus  preserving  the  ratio 
fixed  by  law. 

Suppose  that  gold  has  a  tendency  to  rise  in  value,  however 
little,  by  way  of  agio,*  above  the  fixed  ratio.  In  that  case 
the  debtor,  having  the  option  of  selection,  will  never  be 
so  foolish  as  to  select  that  metal  which  costs  him  the 
most.  He  naturally  selects  the  other  metal,  silver;  or, 
in  other  words,  the  demand  for  gold  ceases,  and  is  trans- 
ferred to  the  other  metal;  and,  with  a  cessation  of  demand, 
its  value  must  fall.  If  the  fall  be  sufficient  to  bring  it 
below  the  ratio,  the  demand  is  at  once  renewed ;  and  thus 
we  have  a  perfect  automatic  action  operating  by  means  of 
the  "  ordinary  laws  of  supply  and  demand,"  and  not  in 
opposition  to  them,  as  the  doctrinaire  erroneously  concludes. 
The  empiricist,  although  quite  correct  in  his  conclusions, 
confuses  the  question  by  denying  that  the  laws  of  supply  and 
demand  apply  to  gold  and  silver  when  coined. 

Jevons  truly  says  that  money  should  be  supplied  like  all 
other  commodities,  only  according  to  the  free  action  of  the 
laws  of  supply  and  demand,  and  the  automatic  action  of 
Bimetallism,  in  preserving  the  legalised  ratio  between  the  two 
metals,  is  "  solely  due  to  this  free  action." 

But  confusion  has  arisen,  not  only  from  the  loose  phrase- 
ology of  Bimetallists,  but  also  from  a  difference  in  the  stand- 
points in  an  argument.  For  example :  some  Bimetallists 
liave  denied  that  money  is  a  commodity,  and  in  one  sense  they 
are  right ;  money,  when  it  is  the  measure  of  commodities,  can 
scarcely  be  that  which  it  measures.  Again,  it  is  true  that 
legislative  action  cannot,  in  one  sense,  give  value,  but  it  can 

*"  Agio  "is  a  sum  demanded  by  a  debtor  from  his  creditor,  in  con- 
sideration of  foregoing  the  privilege  which  the  debtor  possesses,  in  the 
choice  of  either  of  the  two  metals  with  which  he  may  satisfy  any  pay- 
ment he  may  have  to  make. 
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cause  a  value  to  rise  in  a  metal  by  "setting  up  a  demand  for 
"  it "  as  money ;  or  it  can  deprive  it  of  much  of  its  value  by 
demonetising  it,  and  thus  "  causing  the  demand  for  it  as 
"  money  to  fall  off."  Again,  legislation  cannot  "fix  "  a  rela- 
tive value  between  two  metals  ;  but  by  combining  them  as 
joint  standards  at  a  fixed  ratio,  it  can  and  does  "  set  up  an 
"  action  which,  operating  by  means  of  the  ordinary  laws  of 
"supply  and  demand,  preserves  an  equilibrium  at  the  legal 
"  ratio." 

The  argument  of  the  Mono  met allist  is  the  dogmatic 
argument  of  a  doctrinaire,  in  defiance  of  all  evidence  to  the 
contrary,  and  in  contradiction  to  observed  facts  and  practical 
experience.  We  see,  then,  that  money  is  a  commodity  in  one 
sense,  yet  not  in  another ;  that  law  can  give  a  value  in  one 
sense,  yet  not  in  another ;  that  legislation  can  maintain  a 
relative  value  between  gold  and  silver  in  one  sense,  yet  not  in 
another  ;  and  hence  much  of  the  confusion  that  exists,  arises 
from  arguments  carried  on  from  these  two  opposite  points  of 
view  ;  and  Bimetallists  have  been  taunted  with  inconsistency 
as  they  have  maintained  one  view  or  the  other. 

Mr.  Dana  Horton,  the  delegate  for  the  United  States,  in 
speaking  of  these  different  points  of  view,  remarked : — 

"  I  confess  I  have  never  found  a  difficulty  in  consenting,  for 
"  the  moment,  to  the  expression :  '  money  is  a  commodity.' 
"  It  is  a  question  of  style,  a  difference  of  words,  rather  than  of 
"  ideas.  I  may  add,  that  there  are  similar  differences  between 
"  M.  Cernuschi  and  myself ;  this  is  very  natural ;  there  are 
"  various  ways  of  arriving  at  the  same  truth,  and  of  present- 
"  ing  it  to  others ;  but  precisely  because  of  these  different 
"  methods  of  presenting  a  subject,  it  is  much  better  not  to 
"  confound  these  methods  together."* 

Probably  few  have  rendered  greater  service  to  the  cause  of 


*  ProcoB-Verbaux  :  Paris  Monetary  Conference,  p.  82. 
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the  double  standard  than  Henri  Cernuschi,  who  is  one  of  the 
most  brilliant  exponents  of  Bimetallism ;  yet,  strangely 
enough,  perhaps  few  have  contributed  more  to  the  mystifica- 
tion of  the  subject,  or  have  provoked  more  opposition  from 
economists  than  he  has  done,  by  his  persistent  refusal  to 
admit  that  gold  and  silver,  when  coined  money,  are  com- 
modities.   In  one  sense  he  is  right. 

He  has  also  caused  some  confusion  by  denying  the  scarcity 
of  gold.  It  is  true  that  gold  is  not  scarce  in  the  sense  that  the 
stock  of  gold  in  the  world  is  less  than  it  was  formerly,  though 
the  annual  rate  of  production  has  fallen  off;  but  it  is  also  true 
that  gold  has  now  to  perform  alone  the  duty  previously  per- 
formed in  Europe  by  gold  in  combination  with  silver ;  and 
it  is  consequently  necessary  to  keep  in  reserve  a  greater 
volume  of  gold  than  before.  Silver,  being  no  longer  stable 
when  measured  by  a  gold  standard,  is  not  available  as  a  sound 
medium  of  reserve  in  those  countries  which  have  adopted  a 
gold  monometallism.  In  1883,  Mr.  Williamson,  M.P.,  called 
attention  to  the  alarming  manner  in  which  our  "  banking 
"  reserves  so  perceptibly  diminished,  and  our  inability  to  main- 
"tain  them,  caused  by  the  competition  of  foreign  nations  for 
"  that  gold  which,  by  our  action,  we  have  forced  upon  them."* 

Another  out  of  many  such  instances  of  the  misapplication 
of  the  truths  of  political  economy  may  be  cited.  Professor 
Bonamy  Price  has  expressed  the  opinion  that  the  more  a 
country  imports  gold,  the  poorer  she  becomes,  for  the  gold 
locked  up  in  the  Bank  of  England  vaults  is  "wealth 
"  annihilated  for  the  time."  The  axiom  of  political  economy, 
on  which  this  error  has  been  founded,  is  evidently  that 
"  hoarding  of  money  is  a  form  of  impoverishment ; "  but  the 
error  consists  in  applying  this  axiom,  true  in  itself,  to  the 
Bank  of  England  reserves,  in  confounding  reserves  with 


*  Proceedings  of  Monetary  Standards  Association,  May  1,  1885. 
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hoarding.  As  a  reserve  of  the  Bank  of  England,  gold  is  per- 
forming the  functions  of  money,  just  as  if  it  were  in  active 
circulation ;  it  is  in  reality  circulating  in  the  shape  of  the 
bank  notes  it  represents ;  and,  thus  circulating,  it  benefits  the 
trade  of  the  country.  The  whole  argument  is  founded  on  a 
confusion  of  ideas,  and  an  ignorance  of  the  true  functions  of 
currency.  The  doctrinaire,  despising  all  experience  and  the 
opinions  of  practical  men,  dogmatically  urges  the  view  that 
importation  of  gold  impoverishes  a  country,  and  exportation 
of  it  enriches  it.  The  empiricist,  possibly  unable  to  put  his 
finger  on  the  blot  in  the  doctrinaire's  reasoning,  nevertheless 
knows  that  when  money  flows  into  the  country  trade  is  brisk, 
and  that  its  outflow  is  marked  by  crises  and  depression ;  and 
so  political  economy  is  discredited,  and  it  is  not  surprising  to 
find  the  state  of  doubt  which  Professor  Bonamy  Price  has 
described  in  his  "  Practical  Political  Economy,"  as  follows: — 

"It  may  almost  be  said  that  every  man  contradicts  every  other 
"  man  about  money, — what  it  is,  and  what  it  is  not, — what  it 
"  can  do,  and  what  it  cannot  do.  In  no  other  subject  which 
"  occupies  the  thoughts  of  man  does  anything  approaching  the 
"  same  disorder  exist." 

That  species  of  hoarding  which  impoverishes  a  country  has 
been  graphically  described  in  the  following  extract  from  the 
Report  of  the  United  States  Congressional  Silver  Commission, 
as  the  consequence  of  a  contraction  of  currency  caused  by  the 
demonetisation  of  silver :  "  The  peculiar  effect  of  a  contraction 
"  in  the  volume  of  currency  is  to  give  profit  to  the  owner  of 
"  unemployed  money  through  the  appreciation  of  its  purchas- 
"  ing  power  by  the  mere  lapse  of  time.  Falling  prices  rob  labour 
"  of  its  employment,  and  precipitate  a  conflict  between  it  and 
"  capital.  Money  is  withdrawn  from  circulation,  and  hoarded 
"  in  consequence  of  falling  prices,  neither  paying  wages  nor 
"  serving  to  exchange  the  fruits  of  industry,  nor  performing 
"  the  true  functions  of  money." 
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Chapter  IV. 

EFFECTS  OF  A  CONTRACTION  OF  CURRENCY.* 

Alison,  in  his  "  History  of  Europe,"!  has  pointed  out  that 
the  fall  of  the  Roman  Empire,  so  long  ascribed  in  ignorance 
to  slavery,  heathenism,  and  moral  corruption,  was,  in  reality, 
brought  about  by  the  contraction  of  currency  consequent  on 
the  decrease  in  the  gold  and  silver  mines  of  Spain  and 
Greece,  and  that  the  expansion  of  the  currency  which  followed 
the  supply  of  precious  metals  after  the  discovery  of  America 
by  Columbus,  induced  an  extraordinary  flow  of  prosperity  in 
Europe.  The  supply  of  precious  metals  was  trebled;  the 
prices  of  every  species  of  produce  quadrupled ;  the  weight  of 
debt  and  taxes  wore  off  under  the  influence  of  that  prodigious 
increase ;  in  the  renovation  of  industry  the  relations  of  society 
were  changed;  the  weight  of  feudalism  cast  off;  the  rights  of 
man  established. 

Alexander  Hamilton  wrote  :  "  To  annul  either  of  the  metals 
"  as  money  is  to  abridge  the  quantity  of  circulating  medium, 
"  and  is  liable  to  all  the  objections  which  arise  from  the  com- 
"  parison  of  the  benefits  of  a  full,  with  the  evils  of  a  scanty, 
"  circulation.''^ 

Hume  laid  down  the  axiom :  "  When  money  flows  into  a 
"  country,  everything  takes  a  new  face ;  labour  and  industry 
"  are  given  new  life;  the  merchant  becomes  more  enterprising, 
"  the  manufacturer  more  skilful  and  diligent.  .  .  But  when 
"  gold  and  silver  are  diminishing,  the  workman  has  not  the 
"  same  employment  from  the  manufacturer  and  merchant."! 

*  Throughout  this  essay  I  have  used  the  term  "  contraction  of  currency  " 
as  it  is  ordinarily  applied.  It  would,  however,  be  more  correct  to  speak 
of  it  as  a  "  contraction  in  the  supply  of  currency,"  for  it  is  in  that  sense  it 
is  generally  used. 

t "  History  of  Europe"  (Continuation) :  Alison,  Vol.  i.,  p.  18. 

X  Eeport  on  the  Mint  of  the  United  States,  1791. 

|i  "  Essay  on  Money,"  Hume. 
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Everyone,  [as  Alison  has  remarked,  can  understand  and 
appreciate  the  difference  of  the  big  and  the  little  loaf,  of 
cheap  or  dear  bread ;  but  very  few  can  be  brought  to  under- 
stand, or  take  any  lasting  interest  in,  the  far  more  important 
influence  of  a  plentiful  or  contracted  currency  on  prices,  or 
the  connection  between  free  trade  in  the  lending  of  money 
and  the  danger  to  the  borrowers  from  its  establishment.  In  the 
next  place,  on  this  very  account,  the  whole  monetary  system 
is  one  which  is  never  selected  as  a  cheval  de  bataille  by  the 
democratic  leaders.  As  it  does  not  afford  the  means  of 
arousing  the  masses,  it  is  not  one  to  tempt  individual 
ambition.* 

Again,  Alison,  in  commenting  on  the  effects  of  contracted 
currency,  in  1836,  wrote:  "  On,  however,  the  tempest  came, 
"  and  fearful  was  its  violence.  With  the  steady  £  contraction 
"  '  of  the  currency '  by  the  Bank  of  England,  which  began  in 
"  July,  1836,  prices  fell  during  the  whole  of  the  ensuing 
"  winter,  and  in  the  spring  of  1837  the  panic  was  universal. 
"  Many  bankruptcies  took  place,  though  fewer  in  Glasgow 
"  than  might  have  been  expected  from  the  severity  of  the 
"  pressure,  owing  to  the  amount  of  solid  wealth  which  had 
"  been  made  in  the  preceding  five  years.  But  as  prices  of  all 
"  sorts  of  manufactured  produce  had  sunk  nearly  a  half,  the 
"  manufacturers  were  under  the  necessity  of  lowering  wages  ; 
"  and  this  soon  induced  strikes  in  nearly  all  the  branches  of 
"  skilled  industry." 

From  this  condition  Europe  was  relieved  by  the  expansion 
of  currency,  consequent  on  the  discoveries  of  gold  in  Cali- 
fornia and  Australia.  Alison,  in  his  "  History  of  Europe," 
thus  describes  the  results  of  these  discoveries  : — 

"The  annual  supply  of  gold  and  silver  for  the  use  of  the 
"  globe  was,  by  these  discoveries,  suddenly  increased  from  an 


*  "Autobiography  of  Sir  A.  Alison,"  Vol.  ii.,'p.  S04. 
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"average  of  £10,000,000  to  one  of  £35,000,000  

"  The  era  of  a  contracted  currency,  and  consequent  low  prices 
"and  general  misery,  interrupted  by  passing  gleams  of 
"  prosperity,  was  at  an  end.  Prices  rose  rapidly,  aud  rose 
"steadily  ;  wages  advanced  in  a  similar  proportion;  exports 
"  and  imports  enormously  increased,  while  crime  and  misery 
"  as  rapidly  diminished  ;  emigration  itself,  which  had  reached 
"  (in  1852)  368,000  persons  a  year,  sank  to  little  more  than 
"  half  that  amount.  Wheat  rose  from  40s.  to  55s.  and  60s. ; 
"but  the  wages  of  labour  advanced  in  nearly  as  great  a 
"proportion,  they  were  found  to  be  about  30  per  cent. 
"  higher  on  an  average  than  they  had  been  five  years  before. 
"In  Ireland  the  change  was  still  greater,  and  probably 
"  unequalled  in  so  short  a  time  in  the  annals  of  history. 
"Wages  of  country  labour  rose  from  4d.  a  day  to  Is.  6d.  or 
"  2s. ;  convicted  crime  sank  nearly  a  half ;  and  the  increased 
"  growth  of  cereal  crops  under  the  genial  influences  of  these 
"  advanced  prices  was  for  some  years  as  rapid  as  its  previous 
"decline  since  1846  had  been.  At  the  same  time,  decisive 
"  evidence  was  afforded  that  all  this  sudden  burst  of  prosperity 
"was  the  result  of  the  expanded  currency,  and  by  no 
"means  of  free  trade,  in  the  fact  that  it  did  not  appear 
"  till  the  gold  discoveries  came  into  operation ;  and  then  it 
"  was  fully  as  great  in  the  protected  as  in  the  free-trade 
"  States."* 

And  now  once  more,  in  this  present  time,  we  are  again 
suffering  from  a  contracted  currency,  brought  on,  not  by 
natural  causes,  but  by  the  inconceivable  folly  of  a  doctrinaire 
legislation,  and  maintained  principally  by  those  who,  like 
Mr.  Robert  Lowe,  have  committed  themselves  to  erroneous 
views,  but  who,  unlike  him,  have  not  had  the  moral  courage 
and  manliness  to  admit  their  error. 


*  "  History  of  Europe  "  (Continuation) :  Alison,  Vol.  viii.,  p.  327. 
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Again,  to  quote  Emile  de  Laveleye : — 

"  What  happened  after  the  placers  of  California  and 
"  Australia  sent  their  millions  of  gold  to  Europe  ?  At  first, 
"  gold  accumulating  in  the  banks  produced  a  severe  fall  of 
"interest  and  a  slight  rise  of  prices.  These  two  events, 
"equally  favourable  to  commerce  and  industry,  excited  all 
"  over  the  world  an  unexampled  activity.  Enterprises  of 
"  every  kind  everywhere  started  up.  Thence  resulted,  first, 
"  a  great  demand  for  capital,  and  a  rise  in  discounts.  After 
"  1873,  we  witness  a  worse  phenomenon.  Silver  is  expelled  ; 
"  gold  becomes  scarce  ;  prices  fall ;  industry,  losing  money r 
"  limits  its  operations ;  the  spirit  of  enterprise  declines. 
"  Capital,  little  demanded,  becomes  a  glut ;  the  rate  of 
"  interest  falls ;  the  connection  of  cause  and  effect  is  as 
"evident  here  as  in  the  period  of  expansion."* 

As  Moreton  Frewen  has  justly  remarked :  "  Land  and 
"  capital  are  despoiled,  and  enterprise  is  decaying,  that  a 
"  nation's  creditors  may  grow  fat  in  idleness,  on  the  unearned 
"  increment  of  gold.  .  .  .  People  of  little  education  are 
"  accounting  for  low  price  on  the  hypothesis  of  over-production ; 
"  but  it  is  hardly  necessary  to  point  out  that,  while  over- 
"  production  in  any  particular  trade  is  frequent,  and  quickly 
"  adjusts  itself,  general  over-production  is  impossible.  .  .  . 
"  As  gold  gets  scarce,  it  seems  to  get  cheaper ;  that  is,  the  bank 
"  rate  falls  ;  but  this  is  not  a  mark  of  the  real  cheapness  of 
"  abundance ;  it  is  only  a  symptom  that,  because  trade  and 
"  enterprise  are  collapsing,  no  one  can  profitably  employ 
"capital,  and  therefore  money  is  a  mere  drug.  It  is  a  sign, 
"  not  of  excessive  supply,  but  of  absence  of  demand  ;  similarly, 
"it  is  often  stated  that  gold  cannot  be  dear,  because  the  bank 
"  reserves  of  gold  are  increasing ;  but  this,  too,  is  not  neces- 
"  sarily  a  sign  of  abundance :   it  merely  shows  that  the 


*  "International  Bimetallism":  De  Laveleye,  p.  41. 
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"  conditions  of  trade  are  such  that  because  the  currency  is 
"  contracting,  gold  is  lying  idle  in  the  reserves."  * 

History  repeats  itself,  but  mankind,  apparently,  is  slow  to 
profit  by  its  teaching. 

The  prediction  of  Ernest  Seyd  in  1871  of  the  disasters 
which  must  result  from  the  adoption  of  a  gold  monometallism  in 
Europe,!  an^  the  startling  fidelity  with  which  his  prophecies 
have  been  fulfilled,  find  in  history  a  parallel  in  1816,  in  the 
case  of  the  adoption  of  gold  monometallism  in  England.  In 
both  cases  we  find  the  prediction  of  disaster,— in  both  cases 
the  fulfilment  of  the  prediction, — and  in  both  cases  the 
doctrinaire  blindness  which  attributed  the  disaster  to  any 
cause  rather  than  the  real  one. 

Macleod  mentions  the  existence  of  a  petition  in  1816,  in 
which  the  petitioners  stated  that  "in  their  opinion  the 
"  measure  would  result  in  a  forced,  precipitate,  and  highly 
"  injurious  contraction  of  the  currency,  which  would  add 
"  greatly  to  increase  the  pressure  of  the  taxes,  to  lower  the 
"value  of  all  land  and  commercial  property,  seriously  to 
"  affect  and  embarrass  both  public  and  private  credit,  to 
"embarrass  and  reduce  all  the  operations  of  agriculture, 
"  manufactures,  and  commerce,  and  to  throw  out  of  employ- 
"  ment  a  great  proportion  of  the  industrious  and  labouring 
u  classes  of  the  community." 

The  disaster  thus  predicted  has  been  described  in  Alison's 
History  as  follows  : — 

"  The  effects  of  this  extraordinary  piece  of  legislation  were 
"  soon  apparent.  The  industry  of  the  nation  was  speedily  con- 
"  gealed,  as  a  flowing  stream  is  by  the  severity  of  an  Arctic  winter. 
"  The  alarm  became  as  universal  and  widespread  as  confidence 
"  and  activity  had  recently  been.    The  country  bankers,  who 

*  "  Gold  Scarcity  " :  Moreton  Frewen,  Nineteenth  Century,  Oct.,  1885. 
t  Ernest  Seyd's  prediction  is  given  in  greater  detail  in  a  later  portion 
of  this  Essay.    (See  page  57.) 


34 


"had  advanced  largely  on  the  stocks  of  goods  imported, 
"  refused  to  continue  their  support  to  their  customers,  and 
"they  were  forced  to  bring  their  stocks  into  market.  Prices,  in 
"  consequence,  fell  rapidly ;  that  of  cotton,  in  particular,  sank 
"  in  three  months  to  half  its  former  level.  .  .  .  The 
"  effects  of  this  sudden  and  prodigious  contraction  of  the 
"  currency  were  soon  apparent,  and  they  rendered  the  next 
"  three  years  a  period  of  ceaseless  distress  and  suffering  in  the 
"  British  Islands.  .  .  .  The  effect  upon  prices  was  not  less 
"  immediate  or  appalling.  They  declined  in  general  within 
"  six  months  to  half  their  former  amount,  and  remained  at 
"  that  low  level  for  the  next  three  years.  Distress  was 
"  universal  in  the  latter  months  of  1819,  and  that  distrust  and 
"  discouragement  were  felt  in  all  branches  of  industry,  which 
"  are  at  once  the  forerunner  and  the  cause  of  disaster."*  * 

Lastly,  we  find  evidence  of  the  existence  of  the  same 
tendency  to  "  prove  that  the  decline  of  commerce  was  due  to 
"all  sorts  of  causes,"  from  the  following  comments  of  Mr. 
Baring  on  the  evils  caused  by  the  contraction  of  currency  : 
"Petitions  are  coming  in  from  all  quarters,  remonstrating 
"  against  the  state  of  suffering  in  which  so  many  classes  are 
"  involved,  and  more  than  all,  the  agricultural  classes.  When 
"  such  is  the  state  of  the  country,  in  the  sixth  year  of  peace, 
"  when  all  the  idle  stories  about  over-production  and  under- 
"consumption,  and  such-like  trashy  have  been  swept  away, 
"it  is  natural  to  inquire  into  the  state  of  a  country  placed  in 
"  a  situation  without  a  parallel  in  any  other  nation  or  time." 

So  far  I  have  merely  dealt  with  the  historical  facts  resulting 
from  changes  in  the  volume  of  currency,  but  a  little  reflection 
suffices  to  explain  the  influences  which  are  exerted,  tending 
to  this  end.    When  trade  is  active,  money  is  much  required 

*  Alison's  "  History  of  Europe"  (Continuation),  Vol.  i.,  chap.  i. 
t  Precisely  similar  arguments  have  been  used  in  the  present  day  to 
account  for  falling  prices.    (See  Chap.  IX.) 
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for  paying  labourers,  for  purchasing  goods,  and  for  that  rapid 
circulation  and  monetary  activity  which,  naturally  spreading 
from  wholesale  production  to  retail  consumption,  extends  to 
all  classes  of  the  community.  It  matters  not  whether  the 
medium  of  this  circulation  is  actual  coin,  bank-notes,  drafts, 
bills,  or  other  substitutes  for  coin ;  but  it  is  absolutely 
necessary  that  the  basis  of  such  circulation  should  be  of  a 
substantial  character,  or,  in  other  words,  there  must  be  in 
banks  a  reserve  of  coin  or  bullion  proportioned  to  the  amount 
of  the  paper  substitutes  for  money  that  may  be  advanced. 
The  issue  of  unsecured  paper  money  is  condemned  by  all 
monetary  science;  for  the  less  such  money  is  secured,  the 
greater  will  be  the  crisis  when  sudden  financial  changes  occur, 
and  banks  are  compelled  to  keep  sufficient  reserve  to  secure  a 
fair  guarantee  for  the  fulfilment  of  their  obligations.  The 
bank  reserves  of  coin  or  bullion,  although  apparently  idle  in 
the  bank  vaults,  are,  in  times  of  activity  of  trade,  actually 
performing  all  the  functions  of  money,  even  to  a  greater 
extent  than  if  they  were  themselves  in  active  circulation  as 
coin,  because  the  amount  of  paper  money  which  may  be  safely 
advanced  on  their  security  represents  a  larger  volume  of 
precious  metal  than  the  absolute  value  of  the  reserve. 

When,  however,  a  contraction  of  currency  occurs,  or,  in 
other  words,  when  available  metallic  money  diminishes 
largely,  or  large  quantities  of  bullion  quit  a  country,  the 
banks,  in  order  to  secure  themselves  from  loss  by  the  drainage 
of  their  reserves,  are  obliged  to  raise  the  rate  of  discount, — a 
measure  which  tends  either  to  restore  the  balance  by  bringing 
back  the  precious  metals,  or  to  check  the  outflow. 

The  result  of  raising  the  rate  of  discount,  if  carried  to  an 
extreme,  is  twofold, — it  discourages  the  borrowing  of  money, 
and  induces  the  sale  of  the  products  of  industry  at  lower  rates. 
In  other  words,  as  trade  is  principally  carried  on  by  credit, 
production  is  checked,  credit  is  shaken,  and  wholesale  prices 
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fall.  The  export  of  goods  which  are  already  produced,  or  of 
which  the  continued  production  is  necessary  in  order  to  keep 
up  existing  manufactures,  is  temporarily  stimulated,  but 
import  is  checked,  private  enterprise  becomes  unremunerative,. 
employers  of  labour  have  recourse  to  reduced  wages  or  short 
time,  competition  for  employment  forces  the  operatives  to 
accept  such  alternatives,  all  classes  have  to  economise,  and 
this  reacts  on  retail  dealers,  increasing  the  general  depression ; 
but  the  retail  prices  do  not  immediately  follow  the  wholesale- 
prices  in  their  fall,  because  a  fall  which  is  sufficient  to  check 
enterprise  is  scarcely  sufficient  to  affect  appreciably  the  retail 
prices,  at  all  events  for  a  considerable  period,  and  the  diffe- 
rence is  generally  absorbed  by  the  middleman ;  consequently 
the  working  classes  do  not  benefit  by  the  reduced  prices,  or, 
at  all  events,  to  an  extent  commensurate  with  their  loss  of 
employment  or  reduced  wages. 

Under  such  conditions  discontent  is  rife,  strikes  and  combi- 
nations abound,  agitation  and  Nihilistic  reactions  are  stimu- 
lated. Class  is  set  against  class,  hence  the  internecine  wars 
between  capital  and  labour,  which  discourage  and  drive  away 
trade.  The  rate  of  interest  falls  not,  however,  from  abun- 
dance of  capital,  but  from  absence  of  demand,  from  the  know- 
ledge that  capital  cannot  be  profitably  employed.  Capital  is 
congested,  but  it  is  not  the  congestion  of  superabundance ;  it 
accumulates,  and  the  bank  reserves  in  this  case,  instead  of 
performing  the  true  functions  of  money,  are  little  better 
than  impoverishing  hoards. 

Much  confusion  of  ideas  has  existed  between  the  purchasing 
power  of  money  and  the  rate  of  discount  for  loans.  The  two 
are  absolutely  distinct,  and  tend  to  vary  in  opposite  directions. 
Frequently  the  rate  for  loans  rises  with  an  active  demand  for 
them,  whilst  the  purchasing  power  of  money  falls ;  and  in 
times  of  depression,  when  money  is  said  to  be  plentiful,  it  is 
often  a  symptom  that  the  demand  for  loans  is  small  compared 
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with  the  amount  of  capital  in  the  market,  and  consequently 
the  purchasing  power  of  money  is  high. 

Falling  prices  (which  is  only  another  expression  for  appre- 
ciation of  the  monetary  standard)  affect  agricultural  interests 
in  a  different,  but  in  a  no  less  fatal  manner.  Rents,  mortgages, 
and  contracts  extending  over  long  periods,  have  to  be  satisfied 
in  an  appreciated  standard ;  that  is  to  say,  when  the  prices 
of  agricultural  produce  fall,  the  farmer  is  forced,  in  the  case 
■of  rents  or  borrowed  capital,  to  raise  larger  crops,  or  reduce 
expenditure,  in  order  to  pay  with  equal  profit  the  same  rent 
or  interest  that  he  had  to  pay  when  prices  were  higher.  The 
farmer  is  therefore  obliged  to  discharge  his  labourers,  or 
reduce  their  wages ;  the  landlord  loses  his  rent,  neither  he  nor 
the  tenant  can  afford  the  cost  of  substantial  improvements, 
land  goes  back  in  cultivation,  and  becomes  foul  and  poor; 
•only  necessary  work  is  done,  and  the  poor  land  goes  out 
of  cultivation  altogether.  Farm  labourers  thrown  out  of  work 
have  recourse  to  the  manufacturing  towns,  and  swell  the 
ranks  of  the  unemployed,  tending  to  increase  the  distress  in 
other  industries;  but  in  Ireland,  where  the  population  is 
almost  wholly  agricultural,  the  labourers  have  nothing  but 
emigration  to  fall  back  upon,  and  this  is,  in  reality,  the 
principal  source  of  discontent  in  that  unfortunate  country. 

It  has  been  argued  that  a  rise  in  the  purchasing  power 
of  the  standard  is  advantageous  to  all  creditors,  including 
annuity  holders  and  persons  whose  incomes  are  legally  fixed, 
but  it  is  doubtful  whether,  from  the  reasons  given  above,  the 
advantage  is  in  many  cases  real.  A  balance  must  be  struck  in 
consideration  of  the  indirect  reaction  of  a  general  depression 
which  affects  prejudicially  all  classes  of  the  community. 
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Chapter  V. 
MONETARY  LEGISLATION. 

A  study  of  the  monetary  history  of  England  by  the  light  of 
recent  experience  distinctly  proves  that  the  confusion  which 
has  existed  in  past  times  has  been  entirely  due  to  neglect 
of  the  establishment  amongst  nations  of  a  common  ratio 
between  gold  and  silver.  Failing  such  an  universal  ratio, 
each  metal  has  naturally  from  time  to  time  sought  the  best 
market,  and  an  observation  of  this  tendency  when  a  coin  has 
been  over-rated  has  led  to  injudicious  monetary  changes  and 
debasement  of  coins ;  to  the  creation  of  that  which  is  termed 
in  Gresham's  Law  "good"  or  "bad";  for, although  Bimetallism 
has  existed  from  time  immemorial,  it  was  reserved  for  France 
in  1789,  Oalonne  being  Finance  Minister,  to  establish,  on  a 
sound  basis,  that  simple  system  of  Bimetallism  which  was 
confirmed  in  1803,  and  which  maintained,  unbroken,  the 
parity  of  gold  and  silver  coins,  until  1873,  when  the  link 
between  gold  and  silver  was  foolishly  broken  by  a  restriction 
of  the  mintage  of  silver  in  France. 

The  currency  of  England  was  silver  monometallic  until  the 
reign  of  Edward  III.,  when  gold  was  made  a  legal  tender  at 
a  ratio  fixed  from  time  to  time  by  the  State.  In  the  reign  of 
James  I.  the  quantity  of  the  gold  in  coins  was  reduced  to 
prevent  its  export ;  but  this  was  overdone,  and  induced  the 
export  of  silver  in  its  turn.  If  a  common  ratio  had  existed, 
there  would  have  been  no  inducement  to  export  either  metal. 

In  the  reign  of  Charles  II.  the  guinea  was  coined,  with  the 
intention  that  it  should  pass  current  for  20  shillings,  but  the 
amount  of  gold  in  it  was  such  that  it  was  thought  necessary 
to  declare  its  value  at  22  shillings.  It  proved,  however,  to 
be  over-rated  at  that  value,  and  was  subsequently  rated  at 
21  shillings  and  sixpence.     In  1717  it  was  rated  at  21 
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shillings;  this  fixed  the  ratio  in  England  at  1  to  15-21,  and 
as  the  ratio  on  the  Continent  was  14J,  the  silver  of  England,, 
seeking  the  best  market,  was  exported.  In  1730  Spain 
changed  her  ratio  to  1  to  15*87,  and  this  induced  a  return  of 
silver  to  England.  In  1774  England  limited  the  legal  tender 
of  silver  coin  to  £25,  unless  it  was  of  full  Mint  weight,  although 
she  did  not  adopt  a  gold  monometallic  standard  until  1816.* 

United  States  of  America. 

Silver  was  demonetised  in  the  United  States  of  America  in 
June,  1874,  by  the  revised  statutes  of  the  United  States,  which 
specified  : — 

"The  silver  coin  of  the  United  States  shall  be  a  legal 
"  tender  at  their  nominal  value  for  any  amount  not  exceeding 
"  five  dollars  in  any  one  payment." 

Its  legal  tender  prerogative  was  restored  by  the  Act  of 
February  28th,  1878,  which  specified:  "The  Secretary  of 
"the  Treasury  is  authorised  and  directed  to  purchase  from 
"  time  to  time  silver  bullion  at  the  market  price  thereof,  not 
"  less  than  two  millions  of  dollars  worth  per  month,  nor  more 
"  than  four  millions  of  dollars  per  month,  and  cause  the  same 
"  to  be  coined  monthly,  as  fast  as  purchased,  into  such  dollars." 

This  Act  was,  however,  incomplete; — it  failed  to  admit 
silver  to  free  coinage. 

The  Government  has  adopted  the  minimum  allowed.  The 
whole  measure  is  a  violation  of  the  first  principles  of  monetary 
science,  and,  unless  Bimetallism  be  eventually  restored,  must 


*"The  British  Empire  is  neither  monometallist  nor  bimetallist,  but 
"  bi-monometallist.  The  British  Empire  cannot  be  monometallist  gold 
"  nor  monometallist  silver  throughout  its  length  and  breadth.  Its  present 
"  position  of  bi-monometallism  is  entirely  inconsistent  with  reason  and 
"government.  It  must  be  bimetallic  sooner  or  later,  for  it  cannot 
"  maintain  the  permanent  position  of  a  house  divided  against  itself 
"which  cannot  stand."— (Mr.  Ewarts,  Secretary  of  State,  U.S.A.) 
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lead  to  disaster.  It  converts  silver  into  a  depreciated  com- 
modity, whilst  proclaiming  silver  coin  a  legal  tender  at  a  rate 
higher  than  its  depreciated  value.* 

Germany. 

By  the  Act  of  December  4th,  1871,  the  provisions  of  the 
Treaty  of  Vienna,  January  24th,  1857,  for  the  coinage  of 
silver  dollars  of  the  Union  were  repealed.  The  Coinage  Act 
of  July  9th,  1873,  established  the  "Imperial  Gold  Measure- 
ment," with  a  maximum  mint  charge  of  7  marks  to  the 
pound  fine,  and  limited  the  legal  tender  of  silver  to  20  marks 
between  individuals,  though  unlimited  to  Government. 

The  Latin  Union. 

The  Latin  Union  was  formed  on  December  23rd,  1865, 
between  France,  Belgium,  Italy,  and  Switzerland,  and  sub- 
sequently Greece.  The  articles  of  agreement  comprised,  with 
other  details : — 

1.  Uniformity  of  gold  and  silver  coins. 

2.  Gold  coins  of  100,  50,  20,  10,  and  5  francs— 900  fine. 

3.  Silver  coins  of  5  francs — 900  fine. 

4.  Silver  of  2,  1,  0-50,  and  0-10  francs— 835  fine. 

5.  The  5-franc  silver  pieces  to  be  received  at  par  of  15^- 
silver  to  1  of  gold.  The  smaller  silver  pieces  to  be  a  legal 
tender  to  the  limit  of  50  francs.  The  nation  issuing  them  to 
receive  them  to  any  extent. 

*  The  new  "  Silver  Compromise  Bill "  in  the  United  States,  approved 
July  14th,  1890,  directs  the  purchase  of  4,500,000  ounces  of  silver  (about 
5,8i8,000  dollars)  per  month,  and  the  issue  of  Treasury  notes  in  payment 
for  them.  The  Treasury  notes  to  be  redeemable  on  demand  in  coin,  and 
to  be  a  legal  tender  for  all  debts  unless  otherwise  stipulated  in  the 
contract,  and  to  be  receivable  for  Customs,  taxes,  and  all  public  debts. 
2,000,000  ounces  to  be  coined  monthly  until  July,  1891,  and  after  that 
time  as  much  as  may  be  necessary  to  provide  for  the  redemption  of  the 
Treasury  notes.  The  Bill  also  repeals  the  provision  in  the  "  Bland  Act " 
for  the  purchase  and  coinage  of  not  less  than  2  millions  or  more  than 
\  millions  of  silver  in  dollars. 
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6.  The  coinage  of  the  smaller  silver  pieces  not  to  exceed 
6  francs  per  inhabitant. 

The  conferences  of  the  Union  in  1874,  1875,  and  1876 
restricted  the  coinage  of  5-franc  pieces  to  120,000,000  francs. 
The  conference  of  1877  suspended  entirely  the  coinage  of 
5-franc  silver  pieces,  except  a  contingent  of  9,000,000  francs 
for  Italy.  But  Belgium,  France,  and  Switzerland  possessed 
the  power  of  suspending  entirely  the  coinage  of  silver. 

A  new  treaty  was  prepared  in  1878  for  the  continuation  of 
the  previous  Treaty  of  the  Latin  Union  in  "  all  that  relates 
to  fineness,  weight,  denomination,  and  currency  of  the  gold 
and  silver  coin,"  but  a  suspension  of  the  coinage  of  silver 
5-franc  pieces.  This  treaty  was  to  be  in  force  until  January, 
1886. 

Holland. 

An  Act  of  June  6th,  1875,  was  passed  providing  for  the 
'coinage  of  a  10-florin  gold  piece,  and  suspending  the  coinage 
of  silver. 

Scandinavian  Treaty. 

Norway,  Sweden,  and  Denmark,  by  virtue  of  treaties  of 
October  12th,  1872,  and  May  27th,  1873,  fixed  the  crown 
(krone)  as  the  unit  of  currency,  divided  into  100  ore. 

The  gold  coins  are  20  and  10-crown  pieces,  900  fine,  248 
^rowii  pieces  to  the  kilogram  of  gold. 

Coinage  of  gold  unrestricted,  with  seigniorage  of  £  per  cent, 
on  10-crown  pieces,  and  J  per  cent,  on  20-crown  pieces. 

Silver  tokens  legal  tender  only  to  the  amount  of  20  crowns 
for  1  and  2-crown  pieces,  and  only  to  5  crowns  for  the 
smaller  silver  tokens. 

All  coins  of  gold,  and  tokens  of  silver  and  copper,  to  be 
legal  tenders  in  the  Union  countries  to  the  extent  specified  in 
the  treaty. 

c 


42 


Chapter  VI. 

EVENTS  LEADING  TO  THE  DEMONETISATION  OF 

SILVER. 

Many  Monometallists  argue  as  if  Bimetallism  was  some 
new,  untried  principle,  and  that  its  adoption  would  be  a 
dangerous  and  doubtful  experiment.  It  is  difficult  to  conceive 
a  more  erroneous  idea.  Bimetallism  is  neither  new  nor 
untried  ;  it  has  been  in  force  from  time  immemorial.  There 
are  records  by  Herodotus,  Xenophon,  and  other  Greek  writers 
of  its  existence  in  India,  Asia,  and  Greece  400  years  B.C.,  in 
Egypt  300  years,  and  in  Rome  200  years  B.C.  Civilised 
Europe  has  always  practically  had  a  Bimetallic  standard  until 
1873,  and  Bimetallism  has  been  in  force  in  the  United 
States  of  America  from  the  foundation  of  the  Union  until 
1873. 

Individual  nations  have  changed  their  currency  from  time 
to  time.  For  example  :  the  standard  of  England  has  been, 
in  turn,  silver  monometallic  for  three  centuries ;  then  Bi- 
metallic for  three  centuries;  then,  again,  silver  monometallic 
for  half  a  century ;  then  limited  Bimetallic  for  half  a  century  • 
and  lastly,  in  1816,  gold  monometallic. 

In  1828,  Mr.  Baring  strongly  urged  a  return  to  Bimetal- 
lism, representing  that  the  double  standard  would  diminish 
those  "  sudden  jerks  and  changes  so  fatal  to  credit  and  to 
"  commerce."  (See  Appendix  No.  I.)  In  1853-56,  the  immense 
influx  of  gold  from  California  and  Australia  caused  general 
apprehensions  of  a  serious  depreciation  of  gold,  and  the 
doctrinaire  Monometallists  declared  a  crusade  against  gold, 
just  as  they  have  lately  declared  one  against  silver. 

Fortunately,  better  counsels  prevailed,  and  the  equilibrium 
was  maintained  without  difficulty  by  means  of  the  French 
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Bimetallism,  which  "  served  as  a  parachute  to  break  the  fall 
"  of  gold."* 

But  in  spite  of  such  changes,  Europe  as  a  whole  remained 
practically  Bimetallic ;  and  England,  in  all  these  vagaries, 
was  kept  straight  by  the  double  standard  of  Erance,  which 
established  and  preserved  the  equilibrium  between  gold  and 
silver  at  15 \  throughout  the  world. 

In  fact,  although  England's  currency  was  nominally 
Monometallic,  it  had  practically  the  benefits  of  Bimetallism ; 
but  when  she  was  dependent  on  gold  to  replenish  her  bank 
reserve,  or  when  she  had  to  make  large  remittances  of  silver 
to  India,  she  had  to  pay  for  her  folly,  in  the  shape  of  a 
premium  for  the  particular  metal  she  might  happen  urgently 
to  require.  If  she  could  have  satisfied  her  requirements  by 
either  metal,  there  would  have  been  no  agio  in  such  cases. 

Professor  Sidgwick  writes  as  follows : — 

"  The  trade  of  the  world,  even,  I  may  say,  the  internal  trade 
"  of  the  British  Empire,  is  actually  carried  on  under  Bimetallic 
"conditions,  and  no  one  doubts  that  this  will  continue  to 
"  be  the  case  for  an  indefinite  period.  Indeed,  the  most  eager 
"  Monometallists  do  not  appear  to  desire  the  universal  adoption 
"  of  a  gold  currency,  at  the  risk  of  a  great  rise  in  the  value 
"  of  the  medium  of  exchange.  The  practical  issue,  therefore, 
"  so  far  as  international  trade  is  concerned,  lies,  not  between 
"Monometallism  and  Bimetallism,  but  between  rated  and 
"  unrated  Bimetallism."! 

The  term  "rated  Bimetallism"  refers  to  the  system  by  which 
two  metals  are  made  legal  tender  at  a  fixed  ratio. 

America  had,  from  the  foundation  of  the  Union,  adopted  a 
Bimetallic  currency,  but  its  original  ratio  was  15  to  1,  whilst 
that  of  France  was  15 \  to  1 ;  the  metal,  in  each  country, 

*  Address  of  the  Society  of  Netherlands  for  the  Promotion  of  Industry 
to  the  -King  of  the  Netherlands. 

t  "Principles  of  Political  Economy  " :  Sidgwick,  p.  456. 
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naturally  sought  the  market  which  afforded  the  most  advan- 
tageous terms,  resulting  in  a  large  exportation  of  gold  to 
France.  In  order  to  rectify  this  tendency,  America,  in  1834, 
foolishly  adopted  the  ratio  of  1  in  16,  although  she  had  been 
advised  by  all  her  experts  to  adopt  15 J  (15*62  to  be  exact). 
This,  again,  after  a  considerable  period,  resulted  in  the  export 
of  silver;  but  although  each  metal  sought  the  most  advantageous 
market,  the  ratio  of  15 J  was  maintained  in  Europe  with  but 
very  slight  variation. 

During  the  Civil  War  in  America,  however,  specie  payment 
was  suspended  in  the  United  States,  and  was  not  resumed 
until  1 879.  Meanwhile  silver  was  surreptitiously  demonetised. 
Mr.  Alexander  Del  Mar,  late  Director  of  the  Bureau  of 
Statistics,  thus  describes  the  process  : — 

"  In  1873,  when  people  had  forgotten  all  about  coins,  and 
"  had  relaxed  their  customary  watchfulness  concerning  mint 
"  laws,  one  little  man,  who  had  determined  in  his  own  little 
"  mind,  from  what  motives  I  know  not,  that  the  long-time 
"  monetary  laws  of  the  Union  should  be  changed,  proceeded  to 
"  change  them,  by  blotting  out  a  word  from  the  law.  .  .  . 
"  By  surreptitiously  omitting  the  word  '  dollar '  in  the  list  of 
"  silver  coins  which  the  mint  was  authorised  to  coin,  upon  the 
"  application  of  the  holders  of  bullion,  it  foully  degraded  and 
"  demonetised  that  coin — the  only  silver  coin  previously  open 
"  to  unlimited  and  gratuitous  coinage.  In  the  following  year, 
"  when  this  garbled  mint  law  was  incorporated  in  the  revised 
"  statutes  of  the  United  States,  it  was  still  further  garbled  by 
"  surreptitiously  degrading  the  legal-tender  function  of  the 
"  outstanding  silver  dollars  to  five  dollars  in  any  one  payment. 
"  Its  demonetisation  was  thus  completed.  These  acts  were 
"  not  those  of  the  American  nation ;  they  were  not  those  of 
"  American  statesmen.  The  people  had  no  knowledge  of 
"  them  ;  their  rulers  had  no  voice  in  them.  They  were  done 
"  by  intrigue — an  intrigue  which  I  more  than  fear  had  its 
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"  origin  on  this  side  of  the  ocean.  No  suspicion  of  what  had 
"  been  done,  no  discovery  of  the  momentous  change  that  had 
"  thus  been  secretly  and  treacherously  effected,  took  place 
"  until  1875,  when  I  made  the  discovery  of  it  myself.  Having 
"  discovered  the  wrong,  I  took  immediate  steps  to  set  it  right, 
"  and  these  steps  resulted  in  an  elaborate  presentation  of  the 
"  subject  to  the  public,  the  formation  of  the  Monetary 
"  Commission,  and  eventually  in  the  passage  of  the  Bland 
"  Act."* 

The  Bland  Act,  which  provides  for  the  coinage  of  silver  to 
an  extent  of  not  less  than  two  millions,  and  not  more  than 
four  millions  of  dollars  per  month,  was  a  compromise.  The 
specious  arguments  of  the  Monometallic  school  were  brought 
to  bear  on  the  subject,  and  so  much  opposition  was  offered, 
that  Mr.  Bland  was  glad  to  obtain  such  terms  as  he  could ; 
but  the  restriction  of  the  unlimited  and  gratuitous  coinage  of 
both  gold  and  silver,  which  had  existed  from  the  time  of  the 
Union  until  the  year  1873,  is  a  violation  of  the  leading 
principles  of  Bimetallism,  and  in  restricting  the  mintage  of 
silver,  America  has  adopted  not  the  Bimetallic  standard,  but 
the  "  limping"  standard,  or  the  free  coinage  of  gold,  with  the 
simultaneous  circulation,  as  full  legal  tender,  of  the  existing 
over- valued  coins.  Possessing  no  longer,  in  reality,  a  free 
foreign  use,  at  the  value  which  the  law  continues  to  give  it, 
in  the  country  which  coined  it,  the  silver  dollar  has  become 
inexportable  money — a  thing  condemned  by  all  true  monetary 
science.f 

In  1867  a  new  phase  was  brought  to  bear  upon  the 
monetary  fortunes  of  the  world.  Under  the  influence  of  that 
misapplication  of  the  laws  of  political  economy  to  which  allu- 
sion has  already  been  made,  all  the  members  of  the  Monetary 


*  Proceedings  of:  the  Institute  of  Bankers,  March  18,  1885. 
t  Dana  Horton. 
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Conference  of  1867,  except  two,  expressed  opinions  strongly 
in  favour  of  establishing  a  gold  monometallism  in  Europe; 
and  in  1869  the  Eight  Hon.  Robert  Lowe  (Lord  Sherbrooke), 
Chancellor  of  the  Exchequer  of  England,  took  upon  himself 
to  urge  the  Government  of  France — and  I  presume  the 
Government  of  Germany  also — to  "  give  up  her  silver  stan- 
"  dard,  and  have  only  a  gold  standard."  And  in  the  House 
of  Commons  he  stated :  "I  am  glad  to  say  that  France  is 
"  favourable  to  the  abandonment  of  her  silver  standard,  as  I 
"  gather  from  the  report  of  a  Commission  on  the  subject 
"  which  I  have  just  received."* 

Following  up  this  fatal  blunder,  Germany,  on  the  receipt  of 
the  French  war  indemnity  of  £200,000,000,  payable  in  gold 
or  its  equivalent,  abandoned  her  silver  monometallism,  and 
France,  under  temporary  pressure,  adopted  the  "limping 
"  standard,"  by  first  restricting,  and  afterwards  altogether 
stopping,  the  coinage  of  silver. 

Had  France  but  adhered  to  her  Bimetallic  principles,  the 
pressure  caused  by  the  influx  of  silver  would  have  passed 
over,  leaving  her  unharmed,  as  in  the  case  of  the  gold  influx 
from  California  and  Australia ;  but  in  a  weak  moment,  shaken 
in  her  adherence  by  the  foolish  persistence  of  England's 
Chancellor,  and  by  the  attitude  of  the  Conference  of  1867, 
she  yielded,  and  the  consequence  is  that  silver  in  Europe  and 
the  United  States  is,  to  all  intents  and  purposes,  demonetised, 
so  that  gold  alone  has  now  to  perform  the  work  previously 
performed  by  gold  and  silver  combined.  It  is  scarcely  neces- 
sary to  say  that  it  is  inadequate  to  the  task,  and  its  apprecia- 
tion has  assumed  the  most  alarming  proportions. 

The  United  States  formerly  exported  their  surplus  gold  at 
an  average  rate  of  about  eight  millions  sterling  per  decade, 
but  of  late  years  they  have  been  forced  to  import  gold  at  an 


*  Speech  of  the  Eight  Honourable  Robert  Lowe,  August  6th,  18G9. 
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average  rate  of  nearly  seven  millions  sterling  per  decade, 
thereby  diminishing  by  about  15  millions  the  supply  of  gold 
for  other  countries.  In  addition  to  this  it  is  estimated  that 
Germany  required  80  millions  of  gold  for  her  new  coinage, 
the  Netherlands  about  six  millions,  Scandinavia  about  seven 
millions,  whilst  Italy  required  six  and  a  half  millions  for  its 
resumption  of  payments  in  specie.  With  all  this  increased 
•demand  for  gold,  the  production  has  gradually  diminished,  and 
the  consumption  for  industrial  purposes  increased.  Sir  David 
Barbour  has  stated  that  Dr.  Soetbeer's  estimate  of  the  yearly 
consumption  of  gold  for  industrial  purposes,  in  couii'  ~'ies  out- 
side the  United  States,  somewhat  exceeds  the  total  yearly 
supply  of  new  gold  to  these  countries.*  An  appreciation  of 
gold  under  such  conditions  is  inevitable. 


Chapter  VII. 

EVENTS  SUCCEEDING  THE  DEMONETISATION  OF 

SILVER. . 

The  evils  resulting  from  the  demonetisation  of  silver  soon 
forced  themselves  upon  the  public.  In  the  United  States 
general  alarm  was  excited.  Germany  halted  half-way  in  her 
scheme  of  gold  monometallism,  leaving  the  greater  portion 
of  her  silver  thaler s  in  circulation  at  a  Wal-tender  value  of 
the  nominal  gold  equivalent ;  in  fact,  Germany,  formerly 
possessing  a  monometallic  silver  standard,  has  now  established 
Bimetallism,  or  rather  adopted  the  "  limping  standard " 
(etalon  boiteux).  The  United  States  and  Europe  took  alarm. 
The  International  Monetary  Conference  met  at  Paris  in  1878, 
and  completely  reversed  the  decision  of  the  Conference  of 


*  Royal  Commission  of  1888  on  Gold  and  Silver :  Final  Report,  p.  137. 
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1867,  for  its  members  were  unanimous  in  the  opinion  that 
the  "  rehabilitation  of  silver  is  necessary."  Again  the  Con- 
ference met  in  1881,  and  the  delegates  were  still  more 
pronounced  in  the  opinion  that  the  rehabilitation  of  silver  is 
a  necessity.  The  United  States  delegates  presented  a  very 
practicable  scheme  for  International  Bimetallic  agreement, 
which  would  at  once,  if  ratified,  have  restored  the  equilibrium 
of  ratio  between  silver  and  gold.  France,  Germany,  and 
Italy  were  willing  to  join  America  in  this  union,  pro- 
vided that  England  would  do  so;  but  England,  though 
practically  admitting  the  efficiency  of  a  Bimetallic  Union  by 
stipulating  for  such  an  union  amongst  the  other  States,  as  a 
security  for  keeping  a  reserve  of  silver  in  the  Bank  of 
England,  obstinately  refused  to  join  it  herself.  She  has  also 
made  a  return  to  Bimetallism  by  the  other  States  the 
condition  on  behalf  of  India,  should  she  agree  not  to  suspend 
the  coinage  of  silver.  To  use  the  words  of  Mr.  Samuel 
Smith,  M.P. :  u  It  ought  to  be  widely  known  that  it  is  only 
"  the  opposition  of  England  which  stands  in  the  way  of  such 
"a  League.  We,  who  of  all  nations  suffer  most  from  this 
"  monetary  dislocation,  are  the  people  who  stupidly  oppose 
"  an  arrangement  that  would  render  such  a  dislocation  impos- 
"  sible.  The  American  delegates  came  to  the  Conference 
"  charged  with  a  scheme  of  International  Bimetallism ; 
"  France  and  Germany  were  ready  to  accept  it ;  but  our 
"  refusal  caused  the  abandonment  of  a  scheme  fraught  with 

"  advantage  to  the  whole  human  race  The 

"  banking  interest  in  the  Metropolis  apparently  imagines 
"  that  it  profits  by  the  existing  system,  which  constantly  adds 
"to  the  purchasing  power  of  its  capital ;  but  other  interests, 
"  far  larger  and  far  more  essential  to  the  well-being  of  society,, 
"are  suffering  cruelly.  It  remains  to  be  seen  whether  they 
<c  will  continue  to  suffer  silently,  and  to  permit  a  monetary 
"  revolution  to  take  place  which  will  redistribute  wealth  on 
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"  a  wider  scale,  and  in  a  more  unjust  manner  than  any 
"  political  revolution  in  modern  times."* 

The  International  Monetary  Standards  Association,  which 
subsequently  became  the  nucleus  of  the  Bimetallic  League, 
was  formed  in  England  in  1885.  The  United  States  fol- 
lowed suit  in  the  formation  of  a  Bimetallic  Association  at 
Washington  ;  and  India  founded  a  Silver  Association,  with 
branches  throughout  the  length  and  breadth  of  the  land,  to 
promote  intelligent  discussion,  and  to  dispel  popular  fallacies 
regarding  the  demonetisation  of  silver  in  Europe. 

In  September,  1886,  at  the  request  of  the  Royal  Com- 
mission on  the  Depression  of  Trade,  a  Royal  Commission  was 
appointed  to  inquire  into  the  recent  changes  of  the  relative 
values  of  the  precious  metals.  The  Commission  was  com- 
posed of  twelve  members,  impartially  selected,  and  con- 
sisting of  a  fair  proportion  of  Monometallists,  Bimetallists, 
and  those  who  had  no  particular  bias.  After  a  patient 
investigation,  extending  over  a  year  and  a  half,  six  mem- 
bers of  the  Commission  agreed  to  recommend  the  adoption 
of  Bimetallism  by  England,  in  conjunction  with  other  leading 
commercial  nations ;  whilst  the  remaining  six  members, 
though  declining  to  concur  in  this  recommendation,  were 
nevertheless  irresistibly  led  by  their  investigation  to  admit  in 
full  every  principle  for  which  the  Bimetallist  contends.  They 
admitted : — 

That  there  has  been  a  considerable  increase  in  late  years  in 
the  use  of  gold  for  currency. 

That  the  evils  of  a  fluctuating  exchange  are  undoubted. 

That  the  want  of  a  fixed  ratio  constitutes  a  very  serious 
evil. 

That  the  Bimetallic  system  of  France  exerted  a  considerable 
influence  upon  the  relative  value  of  the  two  metals. 


*  "  Gold  and  Silver":  Samuel  Smith,  M.P. 
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That  notwithstanding  changes  in  production  and  usx;  of 
metals,  the  Bimetallic  system  of  France  kept  the  market  price 
of  silver  approximately  steady  at  the  ratio  of  1  to  15 \. 

That  it  is  reasonable  to  suppose  that  the  Bimetallic  system 
of  France  should  have  been  capable  of  so  maintaining  that 
ratio. 

That  the  action  of  the  Latin  Union  in  1873  broke  the  link 
between  gold  and  silver,  and  when  this  link  was  broken,  the 
silver  market  was  open  to  all  the  factors  that  affect  the  price 
of  commodities. 

That  as  far  as  they  could  forecast,  if  international  Bi- 
metallism were  accepted  by  the  United  Kingdom,  Germany, 
the  United  States,  and  France,  a  stable  ratio  might  be 
maintained.* 

That  there  is  no  serious  danger  of  a  disappearance  of  gold 
under  a  Bimetallic  system. 

That  it  might  be  difficult  to  suggest  any  motive  to  induce 
a  contracting  Power  to  secede  from  International  Bimetallism. 

That  they  were  alive  to  the  advantage  of  the  adoption  of  a 
uniform  Bimetallic  standard  as  a  step  towards  the  adoption 
of  a  common  international  monetary  standard.  And 

That  Bimetallism  is  the  only  likely  method  that  has  been 
proposed  to  remedy,  to  the  fullest  extent  possible,  the  evils 
complained  of. 

The  conclusions,  of  which  the  foregoing  are  an  abstract, 
are  given  in  greater  detail  in  Appendix  No.  II. 

Notwithstanding  such  important  admissions  in  favour  of 
Bimetallism,  these  six  gentlemen  were  not  then  prepared  to 
join  their  colleagues  in  recommending  that  England  shall 
negotiate  with  other  nations  a  treaty  embodying  a  Bimetallic 
arrangement.    Their  principal  reason  for  refusing  to  adopt 


*  Two  of  the  members  expressed  doubts  on  this  point.  (See  Appendix 
No.  II.) 
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the  admitted  remedy  for  the  evils  which  they  acknowledged  to 
have  been  consequent  on  the  demonetisation  of  silver  in 
Europe  is  a  vague,  unreasoning,  and  undefined  dread  of  some 
imaginary  evil — a  fear  that  the  change  proposed  is  "  a  leap 
"  in  the  dark;"  that  the  "public  mind  is  not  prepared  for  it; 
that  "  the  very  novelty  of  the  proposal  would  excite  apprehen- 
"  sion  ;  "  that  the  matter  needs  "  much  more  discussion  and 
"  consideration  in  the  financial  world  and  by  practical  men 
"  than  it  has  yet  received." 

To  return  to  the  status  quo  ante  can  scarcely  be  classed 
under  the  category  of"  a  leap  in  the  dark,"  nor  can  Bimetallism, 
which  has  existed  from  time  immemorial,  be  considered  in  the 
light  of  a  "  novelty."  Moreover,  discussion  can  scarcely  be 
needed  after  nearly  two  years'  patient  investigation,  which 
has  thrown  a  flood  of  light  on  the  subject,  and  converted  the 
Monometallist  members  of  the  Commission  into  Bimetallists. 

Reading  between  the  lines,  it  would  appear  that  these 
gentlemen  are  not  really  opposed  to  the  establishment  of 
International  Bimetallism,  but  they  desire  to  retard  too  rapid 
an  action  in  the  right  direction,  fearing  a  financial  crisis  in 
the  event  of  the  very  rapid  return  of  gold  to  its  normal  value. 
In  other  words,  their  timidity  in  this  respect  acts  as  a  break 
on  the  movements  of  their  bolder  and  more  sanguine  colleagues. 

The  report,  as  a  whole,  is  a  great  triumph  for  Bimetallism. 
The  complete  change  of  front  in  those  eminent  men  who  had 
previously  been  staunch  supporters  of  a  gold  monometallism, 
renders  their  admissions  in  favour  of  Bimetallism  all  the  more 
important. 


Chapter  VIII. 


APPRECIATION  OF  GOLD. 

It  may  perhaps  be  convenient  here  to  note  that  the.  terms, 
"  appreciation  of  gold,"  "  increase  in  the  purchasing  power  of 
"  gold,"  and  "  low  prices  in  gold,"  are  synonymous. 

In  the  earlier  days,  after  the  demonetisation  of  silver  in 
1873,  when  the  unprecedented  divergence  in  the  value  of 
gold  and  silver  first  attracted  serious  attention,  the  diverg- 
ence was  almost  universally  attributed  to  a  depreciation  of 
silver  owing  to  over-production  of  that  metal ;  but  after 
a  time  it  dawned  on  the  minds  of  careful  observers  that 
silver,  though  it  may  have  been  said  to  have  depreciated 
when  measured  by  gold,  had  not  appreciably  altered  in  its 
power  of  purchasing  commodities,  but  that  the  purchasing 
power  of  gold  had  largely  increased  ;  in  other  words,  that 
it  was  not  silver  that  had  depreciated,  hut  gold  that  had 
appreciated.  As  Dana  Horton  observed :  "As  far  as  I  can 
"  ascertain,  the  change  of  ratio  was  really  a  rise  in  gold  and 
"  not  a  fall  in  silver."  More  attention  was  devoted  to  the 
subject,  and  the  simultaneous  investigations  of  Mr.  Burchard 
and  the  Bureau  of  Statistics  in  the  United  States,  of  Mr.. 
Chapman  and  Sir  D.  Barbour  in  India,  of  Dr.  Soetbeer  and 
others  on  the  Continent,  and  of  Messrs.  GifFen,  Goschen, 
Pal  grave,  and  others  in  England,  have  proved  this  to  be 
the  case  beyond  a  doubt,  the  only  point  of  dispute  being  the 
period  from  which  the  starting  point  should  be  taken,  some 
contending  that  as  1873  was  a  period  of  high  prices,  the  fall 
should  not  be  computed  from  that  date,  but  all  agree  in 
the  fact  that  since  1873  (the  date  of  the  demonetisation  of 
silver)  there  has  been  a  very  heavy  fall  in  gold  prices.  In  the- 
following  table  I  have  reduced  all  the  index  numbers  of  the 
principal  authorities  on  this  subject  to  one  denomination,. 
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taking  100  as  the  index  number  for  1873.  The  results  show 
a  very  close  agreement,  considering  the  different  commodities 
which  have  been  taken  by  each  authority  as  the  basis  for 
computing  the  fall  of  prices  : — 

Index  Numbers  of  Various  Authorities  Eeduced  to  One 
Common  Standard,  taking  the  Prices  of  1873  as 
equal  to  100,  as  a  common  index  number. 


A 

A 

T> 

c 

D 

±i 

F 

Year. 

Economist. 

Soetbeer. 

Palgrave.  Sauerbeck. 

Giffen. 

Giffen. 

1873 

100 

100 

100 

100 

]00 

100 

1874 

98 

99 

104 

92 

1875 

94 

94 

93 

86 

86 

94 

1876 

92 

93 

95 

86 

80 

90 

1877 

93 

93 

96 

85 

77 

93 

1878 

86 

88 

91 

78 

86 

1879 

75 

85 

79 

75 

70 

82 

1880 

86 

88 

86 

79 

87 

1881 

81 

88 

89 

77 

70 

86 

1882 

83 

88 

84 

76 

1883 

80 

88 

85 

74 

70 

83 

1884 

75 

83 

77 

68 

68 

79 

1885 

71 

74 

73 

65 

66 

74 

1886 

69 

75 

70 

62 

62 

69 

1887 

70 

75 

70 

61 

A.  — Wholesale  prices  of  22  principal  articles  in  London  market. 

B.  — Prices  of  100  Hamburg  articles  and  14  articles  of  British  export. 

C.  — Prices  in  England,  France,  and  India,  assigning  to  each  its  relative 
importance. 

D.  — "Wholesale  London  prices  of  45  commodities. 

E.  — Prepared  from  the  Board  of  Trade  returns  of  exports. 

F.  — Prepared  from  the  Board  of  Trade  returns  of  imports. 

Taking  as  a  basis  for  computation  the  prices  given  by 
Soetbeer,  whose  well-known  accuracy,  and  the  large  number  of 
commodities  that  he  has  taken  as  a  basis  of  his  averages,  form 
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the  best  guarantee  for  sound  results,  I  have  constructed  the 
accompanying  diagram  (No.  1),  which  shows  an  extraordinarily 

DIAGRAM  No.  1 

Prices  of  Silver  and  Commodities 
measured  by  Gold 
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close  connection  between  silver  and  commodities,  in  their  fall 
of  price  as  measured  by  gold.  The  connection  is  too  close  to 
be  accidental. 

Taking  again  the  same  figures,  but  with  commodities  instead 
of  gold  as  the  standard  of  measurement,  we  see  that  silver  has 
fluctuated  but  very  slightly,  when  measured  by  that  standard ; 
in  other  words,  it  has  neither  appreciated  nor  depreciated 
much,  while  gold  has  appreciated  very  largely.  In  1885, 
silver  seems  to  have  appreciated  temporarily,  probably  owing 
to  a  sudden  rise  of  gold  in  that  year,  which  has  slightly 
stimulated  a  similar  tendency  in  silver  (see  Diagram  No.  2), 
but  nearly  recovered  its  equilibrium  with  commodities  in 
1886  and  1887. 

I  cannot  admit  that  1873  was  a  year  of  inflated  prices.  It 
is  true  that  at  that  period  there  was  a  tendency  of  prices  to 
pise,  but  that  tendency  was  fully  accounted  for  by  the 
expansion  in  the  supply  of  currency  that  occurred  about  that 


DIAGRAM  No.  2. 
Prices  of  Silver  and  Gold 
measured  by  Commodities 
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time.  This  expansion  was  unfortunately  checked  by  the 
contraction  caused  by  the  demonetisation  of  silver,  and  there 
is  every  reason  to  believe  that,  but  for  this  contraction,  an  era 
of  prosperity  would  have  set  in.  Looking  at  the  past  history 
of  changes  of  currency,  and  the  manner  in  which  prices  are 
affected  by  contraction  and  expansion  of  its  volume,  it  is  only 
natural  to  suppose  that  there  will  be  a  rough  parallelism 
between  changes  in  volume  and  changes  in  prices. 

With  the  view  of  testing  this,  I  have  prepared  Diagram 
No.  3,  which  exhibits  these  changes  year  by  year,  and  as  might 
be  expected,  the  connection  between  them  is  evident. 

It  will  be  seen  that  from  1851  to  1856  there  was  a  large 
expansion  in  the  supply  of  currency,  followed  by  a  large  rise 
in  prices.  Then  from  1853  to  1870  there  was  a  period  when 
the  supply  of  the  volume  of  currency  fluctuated  at  a  lower 
average,  and  this  period  is  marked  by  fluctuations  of  lower 
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DIAGRAM  No.  3. 

Fluctuations  of  prices  compared  with  fluctuations 
in  the  annual  supply  of  bullion  available  for  currency 
reserves 

Prices  computed  from  Soetbeer's  "  Index  Numbers ."    .denoted  thus 
Supply  of  Available  bullion  computed  from  Barbour's  Table 
Supply  that  would  have  been  available  if  Silver  had  not 
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prices.  In  1870  there  was  a  distinct  upward  tendency  in  the 
volume  of  supply  and  a  corresponding  upward  tendency  in 
prices  until  1873,  when  silver,  having  been  demonetised,  was 
no  longer  available  for  the  purposes  of  international  currency, 
and  consequently  the  volume  of  supply  being  restricted  to  gold, 
was  diminished,  and  the  prices  in  the  diagram  exhibit  a  corre- 
sponding fall.  The  dotted  line  shows  the  volume  of  supply 
that  would  have  been  available  if  silver  had  not  been 
demonetised,  and  as  it  is  evident  that  it  would  have  exceeded 
the,  volume  of  supply  during  the  great  discoveries  of  gold  in 
California  and  Australia,  there  appears  to  be  no  reasonable 
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doubt  there  would  have  been  an  unwonted  era  of  prosperity  if 
the  whole  of  this  volume  had  been  available  for  currency  in 
Europe. 

Chapter  IX. 
CAUSES  OF  DEPRESSION  IN  TRADE. 

In  1871,  when  the  unfortunate  crusade  against  silver  was 
agitating  the  minds  of  doctrinaires,  Ernest  Seyd  strongly 
protested  against  the  folly  of  the  measure,  and  made  the 
following  remarkable  prediction  :  — 

"  It  is  a  great  mistake  to  suppose  that  the  adoption  of  the 
"  gold  valuation,  by  other  States  besides  England,  will  be 
"  beneficial.  It  will  only  lead  to  the  destruction  of  the 
"  monetary  equilibrium  hitherto  existing,  and  cause  a  fall  in 
"  the  value  of  silver,  from  which  England's  trade  and  the 
u  Indian  silver  valuation  will  suffer  more  than  all  other 
A<  interests,  grievous  as  the  general  decline  of  prosperity  all 
"  over  the  world  will  be.  The  strong  doctrinarianism  existing 
"  in  England,  as  regards  the  gold  valuation,  is  so  blind  that 
•"when  the  time  of  depression  sets  in  there  will  be  this 
"  special  feature :  The  economical  authorities  of  the  country 
"  will  refuse  to  listen  to  the  cause  here  foreshadowed  ;  every 
"  possible  attempt  will  be  made  to  prove  that  the  decline 
"  of  commerce  is  due  to  all  sorts  of  causes  and  irreconcilable 
"matters;  the  workman  and  his  strikes  will  be  the  first 
"convenient  target;  then  specidating  and  over-trading  will 
"  have  their  turn  ....  many  other  allegations  will  be 
"  made,  totally  irrelevant  to  the  real  issue,  but  satisfactory  to 
"  the  moralising  tendency  of  financial  writers.  The  great 
"  danger  of  the  time  will  then  be  that,  among  all  this 
"  confusion  and  strife,  England's  supremacy  in  commerce  and 
"  manufactures  may  go  backwards  to  an  extent  which  cannot 
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"  be  redressed  when  the  real  cause  becomes  recognised,  and 
"  the  natural  remedy  is  applied." 

In  1871,  Germany  demonetised  its  silver  currency,  and 
began  to  draw  gold  to  replace  it.  The  natural  result  of  this 
was  an  agio  on  gold,  which,  however,  was  confined  to 
ordinary  dimensions  by  the  Bimetallism  of  France  until 
1873,  when  the  link  between  gold  and  silver  was  broken 
by  the  restriction  of  the  mintage  of  silver  in  France,  and 
a  general  depression  of  unexampled  severity  set  in,  spreading 
over  England,  the  Continent,  and  the  United  States.  This 
depression  has  prevailed  with  greater  or  less  stringency  for 
about  seventeen  years,  nor  does  there  appear  to  be  any  symptom 
of  its  probable  abatement. 

This  depression  appears  to  have  fallen  with  the  greatest 
severity  on  England.  The  silk,  woollen,  and  cotton  industries 
have  been  struggling  hard  for  existence.  Iron  industries  are 
said  to  have  lost  £160,000,000  in  four  years.  England  has 
been  parting  with  its  valuable  capital  of  iron  and  coal  at  a 
loss ;  but  the  agricultural  industry  appears  to  have  suffered 
the  most.  In  1879,  Mr.  Bright  said :  "Home  trade  is  bad, 
•"  mainly,  or  entirely,  because  the  harvests  have  been  bad  for 
"  several  years;  the  remedy  will  come  with  more  sunshine  and 
"  better  yield  of  land.  Without  this,  it  cannot  come.  I  believe 
"  the  agricultural  owners  and  occupiers  of  land  have  lost  more 
"  than  £150,000,000  through  the  great  deficiency  of  harvest." 

Since  that  time  eleven  years  have  elapsed,  but  the  remedy 
has  not  come.  Sir  James  Caird  has  estimated  the  loss 
to  tenant  farmers  alone  at  £20,000,000  per  annum,  and  the 
total  loss  in  the  purchasing  power  of  the  classes  engaged 
in  or  connected  with  agriculture  during  the  year  1885  at 
£42,800,000.  Mr.  Giffen  estimated  the  loss  to  farmers  alone 
during  the  years  1878-80  at  from  £14,000,000  to  £18,000,000' 
per  annum.  Much  land  has  gone  out  of  cultivation  altogether, 
and  the  amount  of  money  thus  lost  to  those  markets  in  which 
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it  was  formerly  spent  and  circulated  must  have  a  very  marked 
effect  in  the  depression  of  trade  generally.  Shipping  opera- 
tions also  appear  to  have  been  carried  on  at  a  loss  for  many 
years,  and  all  evidence  concurs  in  representing  a  widespread 
depression  of  trade  from  the  workman's  point  of  view,  mainly 
in  the  increasing  difficulty  of  obtaining  employment  or  the 
prevalence  of  short  time,  but  partly  also  in  actual  reduction 
of  the  rate  of  wages. 

Turning  to  the  writings  of  those  who  have  endeavoured  to 
explain  the  causes  of  the  depression,  we  find  an  extraordinary 
fulfilment  of  Seyd's  prophecy,  that  "  the  strong  doctrinarian- 
"  ism  existing  in  England  is  so  blind  that  when  the  time  of 
"  depression  sets  in,  every  attempt  will  be  made  to  prove  that 
"  the  decline  of  commerce  is  due  to  all  sorts  of  causes  and 
"  irreconcilable  matters." 

Accordingly  we  find  the  following  explanations  have  been 
offered : — 

J  Want  of  sunshine. 
^  j  Bad  harvests  in  England  and  good  harvests  abroad. 
^Foreign  competition. 


B 


C 


Strikes. 
Agitators. 

Depression  of  wages. 

Short  hours  of  employment. 

Cheapness  tending  to  slack  employment. 

High  rents  compared  with  the  value  of  produce. 

Agricultural  depression. 

Trade  cycles. 

Unhealthy  activity  in  iron  and  coal. 
Inflation  of  credit. 
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The  working  of  limited  liability. 
Excessive  production. 
Diminished  consumption. 
Speculation. 
Over-trading. 
Improved  communications. 
.Increased  out-turn  of  machinery. 
E  Sunspots. 
F  Cost  of  wars. 

The  scope  and  limits  of  this  essay  preclude  any  lengthened 
investigation  of  these  alleged  causes  of  depression,  but  it  may 
be  briefly  pointed  out  that : — 

Those  classed  under  A  might  have  some  force  if  the 
depression  were  confined  to  England,  but  they  cannot  account 
for  the  depression  in  the  United  States  and  on  the  Continent. 

Those  classed  under  B  are  results,  not  causes ;  they  are 
simply  the  effect  of  the  reaction  of  low  prices. 

Those  classed  under  C  usually  correct  themselves,  and 
bring  their  own  remedy  after  a  short  period,  generally  not 
exceeding  a  year  or  two,  whereas  the  depression  has  now  lasted 
for  sixteen  years. 

Those  classed  under  D  have  been  steadily  in  operation  for 
a  very  large  number  of  years,  and  any  depression  arising  from 
such  causes  would  have  been  gradually  increasing  year  after 
year  ;  but,  on  the  contrary,  the  fall  of  prices,  which  has  caused 
the  present  depression,  has  been  sudden  and  marked,  and  has 
been  coincident  with  the  date  of  the  dislocation  of  monetary 
laws  of  the  world  by  the  demonetisation  of  silver  in  Europe. 

The  sunspot  theory  has  been  disproved  by  facts;  and  as 
regards  cost  of  wars,  the  United  States,  which  share  the 
depression,  have  had  no  war  since  the  Civil  War  of  1862-64, 
and  their  recovery  from  the  effects  of  that  war  was  rapid  and 
complete. 
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Some  apologists  have  even  gone  so  far  as  to  deny  the 
existence  of  depression,  and  in  contradiction  of  all  evidence 
have  endeavoured,  by  a  doctrinaire  misapplication  of  statistics, 
to  show  that,  as  the  exports  or  imports  of  England  have  not 
fallen  off,  there  can  be  no  depression.  But  exports  and 
imports  are  a  very  fallacious  measure  of  the  prosperity  of  any 
country,  more  especially  of  such  a  country  as  England,  which 
acts  as  the  depot  for  distribution  to  all  parts  of  the  world,  so 
that  many  commodities  imported  are  again  exported,  and 
these  appear  on  both  sides  of  the  account,  as  both  exports  and 
as  imports  in  statistics.  It  is  evident  that  the  import  or 
export  of  such  commodities  merely  benefits  personally  the 
individual  importer  and  exporter,  but  in  no  other  way  either 
adds  to  the  wealth  of  the  country,  or  promotes  its  industries 
or  the  welfare  of  the  productive  classes. 

Others  have  endeavoured  to  prove  that  depression  cannot 
exist,  because  statistics  indicate  that  pauperism  has  not 
increased ;  but  these  statistics  ignore  the  enormous  increase 
in  private  charities,  orphanages,  homes,  asylums,  &c,  of  late 
years,  or  the  relief  given  by  trades  unions  and  friendly 
societies,  or  the  enforcement  of  more  strict  tests  in  the 
administration  of  the  Poor  Law,  which  tend  to  diminish  the 
number  of  those  under  relief. 

In  fulfilment  of  Ernest  Seyd's  prediction,  "that  the  economic 
"  authorities  of  the  country  will  refuse  to  listen  to  the  cause  here 
"  foreshadowed ;  every  possible  attempt  will  be  made  to  prove 
"  that  the  decline  of  commerce  is  due  to  all  sorts  of  causes 
"  and  irreconcilable  matters,"  it  has  been  necessary  to  invent 
the  theory  that  progress  in  manufactures,  in  improved  com- 
munication, in  inventions  and  banking,  have  brought  about  a 
species  of  economic  revolution  which  has  created  a  new  state 
in  the  conditions  of  trade  and  commerce,  differing  from  that 
which  previously  existed ;  but,  seeing  that  the  causes  which 
are  alleged  to  have  led  to  such  an  economic  revolution  have 
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been  in  active  operation  during  the  greater  part  of  the  century, 
(and  when  compared  with  previous  progress  they  were  far 
more  marked  about  the  first  half  of  the  century  than  in  the 
latter  half,)  such  a  revolution  should,  if  it  existed,  have  arisen 
at  an  earlier  period,  and  should  have  developed  gradually, 
instead  of  suddenly ;  for  the  general  conditions  of  progress 
have  not  suddenly  altered  in  any  way  which  can  account 
for  the  sudden  development  of  this  new  phase. 

But  perhaps  the  strongest  disproof  of  this  irreconcilable 
theory  exists  in  the  fact  that  the  fall  in  prices  is  confined  to 
gold,  although  silver  is  the  monetary  standard  of  more  than 
half  the  world. 

If  an  economic  revolution  such  as  that  which  has  been 
alleged  to  exist  were  a  reality,  it  must  have  extended  equally 
to  silver  prices ;  and  yet  silver  prices  have  remained  un- 
changed— there  has  been  no  fall  in  them.  The  situation  is 
irreconcilable.  It  is  absurd  to  suppose  that  a  revolution 
of  this  character  could  have  affected  gold  prices  prejudicially, 
but  left  silver  prices  unaltered.  If  such  an  absurdity  were 
possible,  it  would  argue  that  there  was  something  unsatis- 
factory and  unstable  in  gold  as  a  monetary  standard. 

Whilst  thus  shutting  their  eyes  to  the  difficulties  of  this 
theory,  they  are  equally  blind  to  the  evidence  of  the  strongest 
character,  proving  that  the  fall  of  gold  prices  is  due  to  the 
demonetisation  of  silver. 

1st.  The  depression  was  predicted  as  a  necessary  conse- 
quence of  the  demonetisation  of  silver,  and  the  prediction  has 
been  fulfilled  exactly. 

2nd.  The  demonetisation  of  silver  for  international  monetary 
purposes  in  Europe  has  caused  gold  to  perform  single-handed 
the  work  previously  done  by  gold  and  silver  jointly. 

3rd.  The  supply  of  gold  is  insufficient  for  monetary  pur- 
poses. 
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4th.  The  supply  of  gold  scarcely  exceeds  the  amount 
required  ,  for  industrial  purposes. 

5th.  It  follows  as  a  consequence  that  the  demand  for  gold 
must  be  far  greater  than  formerly. 

6th.  With  increased  demand  the  value  must  rise,  or,  in 
other  words,  gold  prices  must  fall. 

7th.  Falling  prices  always  have  caused  and  always  will 
cause  depression. 

8th.  Silver  prices  have  not  fallen,  but  remained  remarkably 
steady. 

The  judicial  blindness  must  be  great  which,  ignoring 
this  strong  evidence  of  facts,  seeks  an  explanation  of  the 
depression  of  trade  in  such  irreconcilable  theories  as  an 
economic  revolution,  for  the  existence  of  which  there  is  not 
the  slightest  evidence. 

Chapter  X. 

FALLACY  OF  GOLD  WORSHIP. 

There  is  in  England  at  present  a  species  of  fetich  worship 
of  gold  which  is  not  based  on  sound  reasoning.  It  has  been 
frequently  asserted  that  England  owes  her  commercial 
supremacy  to  the  fact  that  she  has  a  gold  currency.  Unfortu- 
nately for  this  argument,  England  acquired  her  supremacy 
in  commerce  when  her  standard  was  Bimetallic.  Disraeli, 
in  1873,  said:  "It  is  the  greatest  delusion  in  the  world  to 
"  attribute  the  commercial  preponderance  and  prosperity  of 
"  England  to  her  having  a  gold  standard." 

The  gold  monometallism  of  England  was  not  established 
until  1816,  on  the  recommendation  of  Lord  Liverpool,  and  it 
has  been  lately  proved  beyond  all  doubt  that  the  statement  of 
facts  on  which  Lord  Liverpool  based  his  recommendations 
were,  not  only  wholly  incorrect,  but  were  diametrically 
opposed  to  the  real  facts  of  the  case. 
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Contrary  to  Lord  Liverpool's  proposition,  stood  the  high 
authority  of  Locke  and  Harris,  Locke  having  said :  "  Gold 
"  is  not  the  money  of  the  world  and  measure  of  commerce, 
"  nor  fit  to  be  so ;  yet  it  may,  and  ought  to  be  coined,  to 
"  ascertain  its  weight  and  fineness." 

Harris  had  said :  "In  these  parts  silver  is,  and  has  been,. 
"  for  time  immemorial,  the  money  standard ;  and  it  is  the 
"fittest  material  for  a  standard." 

To  overthrow  such  weighty  authority,  Lord  Liverpool  stated 
that,  in  1693,  the  English  people,  by  general  consent  and 
without  the  interposition  of  public  authority,  attached  a  higher 
value  to  the  guinea  than  its  market  value  would  justify,  and 
from  this  alleged  fact  he  drew  the  inference  that,  with  the 
increase  of  wealth  and  commerce,  English  people  had  come  to 
prefer  gold  to  silver.*  Certain  State  papers,  however,  dis- 
covered by  Sir  David  Barbour,  in  England  (and  independently 
by  Mr.  Dana  Horton,  of  the  United  States),  entirely  disprove 
Lord  Liverpool's  statement,  and  show  incontestably  that  the 
value  of  the  guinea  at  the  time  specified  was  changed  after, 
and  in  consequence  of,  a  deliberate  exercise  of  public  authority ; 
so  that,  with  the  publication  of  these  documents,  disappears 
the  only  evidence  brought  forward  to  establish  the  superiority 
of  a  gold  monometallism,  and  to  overthrow  the  weighty  opinion 
of  Locke  and  Harris  in  favour  of  silver.  (See  Appendix  No. 
III.,  Extracts  from  Sir  D.  Barbour's  Minute,  dated  October 
20th,  1887.) 

The  gold  monometallism  of  England,  far  from  being  a  source 
of  advantage,  has  been  a  constant  source  of  difficulty  and 
danger,  and  it  is  only  owing  to  the  maintenance  of  the  equili- 
brium between  gold  and  silver  by  the  Bimetallism  of  France 
that  England  has  been  saved  from  serious  disaster;  notably 
at  the  time  of  the  great  gold  discoveries  in  California  and 


*  "  Treatise  on  Coins  of  the  Realm,"  p.  90. 
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Australia,  during  the  six  years  ending  1856,  when  M.  Chevalier, 
Mr.  Cobden,  and  others  urged  that  contracts  should  be  made 
in  some  other  metal  than  gold.  Some  writers  denounced  gold 
as  "  only  fit  for  the  dustbin,"  whilst  some  proposed  to  fix  the 
value  of  the  sovereign  at  14  shillings,  and  there  is  no  doubt 
that,  if  these  foolish  counsels  had  prevailed,  and  the  mintage 
of  gold  had  been  suspended,  the  value  of  the  sovereign  would 
have  fallen  even  lower  than  14  shillings ;  but,  fortunately, 
better  counsels  prevailed,  and  France,  by  her  Bimetallism, 
maintained  the  value  of  the  sovereign  unchanged,  notwith- 
standing the  enormous  influx  of  gold,  which  averaged  about 
£30,000,000  per  annum,  thus  saving  England  from  a  disaster, 
the  magnitude  of  which  it  would  be  difficult  to  over-estimate. 
Newmarch,  one  of  the  few  who  did  not  lose  his  head 
during  this  scare,  protested  emphatically  that  the  thing 
to  be  feared  was,  not  that  the  supply  of  gold  would  con-« 
tinue,  but  that  it  might  fall  off;  and  that  if  a  new  discovery 
of  gold  could  be  made  every  few  years,  it  would  be  a  blessing 
to  mankind. 

The  Act  of  1816  limited  the  legal  tender  of  silver  to  40 
shillings,  and  the  Act  of  1844  regulated  the  issue  of  notes, 
first,  on  the  fixed  basis  of  £14,000,000  (now  £16,400,000), 
issuable  on  securities ;  and,  secondly,  on  the  amount  of  coin 
and  bullion  in  the  Issue  Department  of  the  Bank  of  England; 
but  the  Bank  Act  has  on  several  occasions  been  either  suspended 
or  on  the  verge  of  suspension  ;  and  in  1858  Mr.  Gladstone 
stated  in  the  House  of  Commons  :  "The  Act  cannot  stand  as 
"  it  is.  I  cannot  consent  that  the  law  shall  be  suspended 
"  at  intervals  to  meet  these  constantly  recurring  crises : 
"  the  Bank  Act  damaged  in  1847  was  utterly  shattered  in 
1857." 

In  1828,  Mr.  Baring  pointed  out  the  evils  of  a  gold  mono- 
metallic standard,  showing  that  it  exposed  the  country  to 
stringencies  which  cramped  and  reduced  the  circulation  of 
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currency,  and  increased  existing  distress,  and  he  urged  a 
return  to  the  double  standard,  on  the  ground  that  it  is  less 
subject  to  those  "  sudden  jerks  and  changes  so  fatal  to  credit 
and  to  commerce."    (See  Appendix  No.  I.) 


Chapter  XI. 

FALLACY  OF  OVER-PRODUCTION  OF  SILVER. 

•  When  the  first  great  fall  in  exchange  occurred  in  1875-76, 
it  was  generally  attributed  to  the  largely  increased  out-turn 
of  silver  from  the  Nevada  mines,  in  the  United  States ;  and 
this  fallacy  was  productive  of  much  mischief,  because  it  diverted 
attention  from  the  true  source  of  the  difficulty, — it  led  the 
public  to  believe  that  the  evil  was  without  remedy,  and  gave 
rise  to  various  suggestions  for  financial  tinkering,  which  could 
not  fail  to  end  in  disappointment,  and  intensify  the  difficulty 
of  the  situation. 

The  following  reasons  will,  I  think,  afford  conclusive  proof 
that  the  production  of  silver  in  large  quantities  had  no 
appreciable  effect  in  causing  the  decline  of  exchange,  but  that 
the  fall  was  entirely  due  to  legislative  action  in  the  severance 
of  the  link  which  bound  gold  and  silver  together  as  the  joint 
monetary  standard  of  the  world. 

In  the  first  place,  during  the  years  1873-80  inclusive — the 
years  that  witnessed  the  unprecedented  fall  in  exchange^- 
the  annual  production  of  gold  largely  exceeded  that  of  silver 
in  value  at  the  ratio  of  1  to  15 J.  In  1873,  the  excess  of 
gold  was  nearly  9  millions;  in  1874,  millions;  in  1875, 
\\  millions;  in  1876,  3J  millions;  in  1877,  6|  millions; 
in  1878,  nearly  5  millions;  in  1879,  2|  millions;  in  1880, 
2  millions;  and  it  was  not  until  1881  that  the  value  of 
the  annual  produce  of  silver  equalled  that  of  gold.  (See 
Appendix  No.  IV.) 
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Secondly,  although  the  mines  of  the  United  States  of 
America  were  supposed  to  have  deluged  the  market  with 
silver,  it  is  a  fact  that  during  the  years  1870  to  1878  inclusive, 
the  annual  value  of  silver  produced  in  the  United  States  was 
less  than  that  of  gold,  with  the  exception  of  the  year  1874, 
when  the  production  of  silver  was  in  excess  of  that  of  gold. 
(See  Appendix  No.  VI.) 

Thirdly,  the  enormous  value  of  gold  poured  into  the  bullion 
market  at  the  time  of  the  Californian  and  Australian  discoveries 
of  gold,  averaging  £30,000,000  sterling  per  annum,  failed  to 
disturb  that  equilibrium  between  gold  and  silver  which  the 
Bimetallism  of  France  had  maintained  for  three-quarters  of  a 
century,  under  the  most  trying  circumstances,  thus  stultifying 
the  anticipation  of  doctrinaires  that  the  unprecedented  increase 
in  the  supply  of  gold  must  have  the  effect  of  depreciating  the 
value  of  the  sovereign  to  14  shillings. 

Fourthly,  a  careful  study  of  the  accompanying  diagram  will 
show  to  what  a  very  small  extent  fluctuations  in  production 
have  affected  the  ratio  between  gold  and  silver.  The  diagram 
(No.  4)  shows  the  fluctuation  of  production  and  also  that  of 
relative  value  during  the  present  century.  It  will  be  observed 
that  the  fluctuations  in  relative  production  have  been  enormous, 
whilst,  on  the  other  hand,  the  fluctuations  in  relative  value 
have  been  scarcely  perceptible,  until  the  abandonment  of 
Bimetallism  by  France  in  1873. 

It  will  also  be  seen  by  the  diagram  that  the  relative  produc- 
tion of  gold  did  not  fall  below  that  of  silver  until  the  year 
1882,  and  that  it  has  never  been  relatively  so  low  as  it  was  for 
the  first  forty  years  of  the  century,  when  silver  preserved  its 
ratio  to  gold  almost  unchanged. 

The  statistics  of  the  mintage  of  precious  metals  in  France 
show  a  still  greater  contrast  between  the  fluctuations  of  supply 
and  of  value.  The  following  table  of  these  fluctuations  for  the 
first  seventy  years  of  the  present  century,  shows  that  at  one 
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DIAGRAM  No.  4. 

Fluctuations  in  the  Production  as  well  as  in  the  Price  of 
Gold  measured  by  the  Production  and  Price  of  Silver 
respectively 
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period  the  value  of  gold  minted  was  only  one-ninth,  whilst 
during  another  period  it  was  sixty-four  times  that  of  silver ; 
yet  the  average  fluctuations  of  relative  value  during  these 
periods  varied  only  between  1  in  15*33  and  15*80,  the  par  of 
exchange  fixed  by  law  being  15*50. 


Table  submitted  to  the  Paris  International  Monetary 
Conference,  1881,  by  M.  Pierson,  Delegate  for  the 
Netherlands. 


Mintage  of  Gold  and  Silver  in  France  from  1803  to  1873. 


Period. 

Millions  of 
Francs  Minted. 

Relative 
Value. 

Relation  of  Gold  to  Silver.  \ 

Length 
of  each 
Period. 

Years. 

Years. 

Gold. 

Silver. 

lin 

Supply. 

Variation 
from  par. 

1803-20 

865 

1,091 

15*58 

Per  cent. 
Less  21 

Per  cent. 
More  J 

18 

1821-47 

301 

2,778 

15*80 

89 

„  2 

27 

1848-52 

448 

543 

15*67 

17| 

„  1 

5 

1853-56 

1,795 

102 

15*35 

More  1660 

Less  1 

4 

1857-66 

3,516 

55 

15*33 

„  6292 

„  1 

10 

1867-73 

876 

587 

15*62 

49 

3 

"  4 

7 

The  first  four  columns  are  those  supplied  by  M.  Pierson ; 
the  other  columns  have  been  calculated  from  them. 

In  the  face  of  such  conclusive  facts,  it  is  absurd  to  argue 
that  the  over-production  of  silver  has  had  any  appreci- 
able effect  on  the  fall  in  exchange ;  and,  as  M.  Pierson  has 
remarked: 

"  To  calculate  the  quantities  of  gold  with  which  Europe 
"  has  been  flooded  since  1848,  it  is  not  enough  to  give  a  table 
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"  of  the  quantities  produced  ;  we  must  add  what  America  sent 
"  us  after  her  establishment  of  paper  currency." 

"  If  the  double  standard  system  was  powerful  enough  to 
"  withstand  so  many  causes  of  economic  disturbance,  when  its 
"  action  was  exercised  only  on  a  limited  territory,  how  effec- 
"  tive  would  it  be  if  it  also  existed  everywhere  else  ?  " 

It  must  also  be  borne  in  mind  that  France  had  to  contend 
with  great  difficulties  and  disturbing  factors.  There  was  on 
one  side  Germany,  with  its  silver  monometallism,  having  to 
make  up  its  bank  reserves  only  with  silver  ;  and  on  the  other 
England,  with  its  bi-monometallism,  at  one  time  dependent 
for  its  reserves  on  the  gold  that  might  come  in,  at  another 
time  running  over  the  Continent  to  purchase  silver  for  trans- 
mission to  India.  Then,  again,  France  has  had  to  meet  the 
difficulty  of  the  different  ratio  existing  in  the  United  States 
— at  one  time  1  in  15,  at  another  time  1  in  16 — these 
differences  tending,  from  time  to  time,  to  draw  one  metal 
or  the  other  from  circulation,  and  to  increase  the  difficulty 
of  maintaining  the  equilibrium.  ■  Added  to  this,  during  the 
first  half  of  the  century,  Europe  was  without  the  equalising 
effect  which  rapid  steam  navigation  and  the  electric  telegraph 
exert  on  prices  in  the  bullion  market.  In  former  days,  as  a 
rule,  six  months  was  required  to  obtain  market  prices  for 
India  ;  now  it  requires  only  so  many  hours. 

Taking  into  consideration  the  difficulties  with  which 
Bimetallism  has  had  to  contend,  it  is  marvellous  that  the 
equilibrium  should  have  been  maintained  by  France  single- 
handed  ;  and  it  cannot  be  doubted  that  if  the  United  States 
and  the  great  Powers  of  Europe  would  join  in  an  International 
Convention,  with  an  uniform  ratio,  the  equilibrium  must  be 
absolute  throughout  the:  civilised  world,  and  all  incentive  to 
the  preference  of  one  metal  over  the  other  must  be  annulled. 
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Chapter  XII. 

SUNDRY  FALLACIES. 

An  examination  of  the  more  common  fallacies  of  mono- 
metallists  proves  that  much  of  their  opposition  is  grounded 
on  ignorance,  prejudice,  and  an  entire  misconception  of  the 
true  character  of  Bimetallism. 

I  have  already  disposed  of  the  fallacies  that  Bimetallism  is- 
something  new  and  untried  (page  42)  ;  that  it  is  opposed  to 
the  laws  of  political  economy  (page  25)  ;  that  largely  increased 
production  has  caused  the  depreciation  of  silver  (page  66)  • 
that  gold  is  superior  to  silver  as  a  standard  (page  64)  ;  that 
England  owes  its  supremacy  to  its  gold  currency  (page  63)  • 
and  that  low  prices  are  caused  by  all  sorts  of  irreconcilable 
matters  (page  62).  But  there  are  other  minor  fallacies 
almost  too  numerous  to-  mention,  some  of  which,  however^ 
cannot  pass  unnoticed,  although  the  scope  of  this  essay  does 
not  admit  of  any  lengthened  notice  of  them. 

It  has  been  often  urged  that  France  has  not  maintained! 
Bimetallism,  because  at  one  time  her  silver  was  entirely  withT- 
drawn,  and  consequently  her  currency  was  practically  a  gold 
monometallism-;  but  this  argument  betrays  an  utter  igno- 
rance of  the  principles  of  Bimetallism,  the  object  of  which  is 
not  that  the  metals  should  be  in  general  circulation  in  pro- 
portions corresponding  to  their  ratio,  but  that  the  parity 
between  gold  and  silver  should  be  maintained  at  a  given 
ratio,  no  matter  how  much  or  how  little  of  either  may  be 
offered  for  mintage,  or  how  much  or  how  little  of  either 
metal  there  may  be  in  the  country,  or  how  much  or  how 
little  may  be  produced  from  mines,  or  how  great  or  how 
little  may  be  the  cost  of  extracting  it  from  the  mines ;  and 
it  is  a  fact  beyond  all  dispute  that  France  did  maintain  the 
parity  of  gold  and  silver  notwithstanding  the  enormous  diffi- 
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culties  with  which  it  had  to  contend — difficulties  which  could 
not  possibly  recur  under  international  agreement  of  the  Great 
Powers. 

Even  admitting,  for  the  sake  of  argument,  that  the  whole  of 
the  silver  coin  had  been  withdrawn  from  France  at  one  time, 
this  would  be  the  strongest  evidence  of  the  power  exerted 
by  the  Bimetallism  of  France  in  maintaining  the  equilibrium 
between  silver  and  gold  under  such  adverse  conditions.  The 
assertion  of  this  complete  withdrawal  has,  however,  been 
disproved  by  an  examination  of  the  existing  coins  after  the 
period  in  question.  This  examination  proved  that  62  per 
cent,  of  the  five-franc  pieces  examined  bore  dates  prior  to 
that  period.  But,  as  Mr.  Gibbs  has  shown,  even  supposing 
Trance  to  be  completely  deprived  of  one  metal,  the  com- 
pensatory action  of  her  Bimetallism  would  not  be  annulled. 

Another  argument,  based  on  Gresham's  law  that  "bad 
"money  drives  out  good  money,"  contends  that  under 
Bimetallism  silver  would  drive  out  gold.  Gresham's  law  is 
stated  in  somewhat  slipshod  terms,  and  is  apt  to  mislead. 
It  would  be  more  accurate  to  state  the  law  thus :  "  Money 
"always  seeks  the  most  favourable  market."  "Bad  "money 
only  drives  out  "good"  money  when  "good"  money  is  more 
valuable  outside  the  country  in  which  it  circulates.  The  only 
case  in  which  there  is  a  tendency  of  either  of  the  metals  to 
leave  a  bimetallic  country,  is  when  a  monometallic  country 
must  reinforce  its  metallic  reserves  at  any  cost  with  that  par- 
ticular metal,  thus  giving  rise  to  an  agio  on  that  metal ;  but 
this  must  quickly  bring  its  own  remedy  when  extended  inter- 
national bimetallic  agreement  exists ;  for  as  soon  as  an  agio 
from  outside  is  set  up  for  any  metal,  the  demand  for  such  a  metal 
for  monetary  purposes  ceases  within  the  bimetallic  limits,  and 
the  agio  cannot  be  maintained  ;  moreover  the  agio  is  paid  to 
the  banker  in  the  remitting  country.  In  Gresham's  law 
money  was  "  bad  "  when  the  coinage  was  under  weight,  and 
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"  good "  (heavier  or  new  coinage)  naturally  went.  It  has 
been  a  perversion  of  terms  when  "good"  and  "bad"  have 
been  falsely  made  to  apply  to  that  metal  of  which  the  pro- 
duction happens  for  the  time  to  be  difficult  or  easy. 

"  Bad  "  and  "  good  "  money  has  only  been  introduced  by 
ignorance  of  monetary  laws,  in  overrating  or  underrating 
coins  with  regard  to  that  currency  which  regulated  the  ratio. 
It  is  also  a  perversion  of  ideas  to  apply  the  terms  "good" 
and  "  bad  money  "  to  gold  and  silver  respectively ;  for  silver 
equally  with  gold  may  be  "good  money"  if  it  be  so  rated  that 
there  exists  a  better  market  for  it  outside  the  State  in  which 
it  has  been  issued.  In  Portugal,  for  instance,  the  silver 
milreis  piece  was  "  good  money,"  having  been  over-rated  with 
regard  to  the  French  ratio  of  15 J  to  1 ;  and,  consequently, 
it  was  eagerly  exported  for  re-coinage  in  France,  notwith- 
standing the  prohibition  on  pains  of  confiscation  by  the 
Portuguese  Government. 

Gresham's  law  is  that  to  which  Bimetallism  owes  its  equili- 
bratory  action,  for  it  leads  to  a  demand  for  that  metal  for 
which  there  is  no  agio,  and  the  demand,  not  the  supply,  in 
the  case  of  the  precious  metals,  is  the  factor  which  regulates 
their  value. 

The  working  of  this  law  was  fully  shown  when  the  United 
States  had  a  different  ratio  from  that  prevailing  in  France ; 
but  even  this  disturbing  influence  was  insufficient  to  destroy 
the  parity  between  gold  and  silver,  and  under  universal 
agreement  of  the  Great  Powers  at  a  fixed  ratio,  even  this 
disturbing  element  would  be  removed. 

The  following  fallacies  scarcely  require  refutation : — 

Fallacy. — Gold  is  more  stable  than  silver. 

Answer.  — The  monetary  history  of  the  past  seventeen  years 

contradicts  this  assertion ;  for  it  is  an  undeniable  fact 

that  gold,  as  measured  by  its  purchasing  power 

E 


(the  average  prices  of  commodities)  has  been  most 
unstable,  whilst  silver,  on  the  contrary,  has  remained 
remarkably  stable  when  tested  by  the  same  measure. 
Diagram  No.  2,  page  55,  shows  this  very  clearly. 

Moreover,  silver  being  in  greater  volume  than 
gold,  naturally  requires  a  greater  volume  to  pro- 
duce a  disturbing  effect  on  the  bullion  market;  for 
example,  the  discovery  of  a  given  volume  of  gold 
in  a  mine  will  produce  15 J  times  the  disturbing 
effect  that  would  be  produced  by  an  equal  volume 
of  silver,  unless  this  effect  be  compensated  by 
Bimetallism. 

Fallacy. — Silver  is  too  heavy  for  currency. 

Answer. — This  objection  is  met  by  the  fact  that  cheques  and 
small  bank-notes  take  the  place  of  silver  in  retail 
payments.  In  bank  reserves,  the  weight  of  silver 
is  no  great  disadvantage,  as  it  is  less  easily  stolen ; 
whilst  the  cost  of  transport  of  bullion  is  dependent 
on  its  value,  not  its  weight.  Freight,  insurance, 
commission,  and  brokerage,  which  make  up  the  cost 
of  transport,  are  rated  on  a  percentage  of  the  value, 
so  that  the  transport  of  silver  is  not  more  costly 
than  that  of  gold  of  an  equal  value. 

Fallacy. — Gold  is  the  proper  standard  for  civilised  or  rich 
countries,  and  silver  for  uncivilised  or  poor  countries. 

Answer. —  When  India  was  poorer  and  more  uncivilised  than 
she  is  at  present,  she  had  a  gold  currency. 

Fallacy. — It  would  be  a  breach  of  faith  to  pay  in  depreciated 
silver  debts  contracted  in  gold. 

Answer. — This  is  a  mere  quibble.    Silver  has  not  depreciated. 
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Until  it  was  demonetised,  it  was  practically  the 
money  of  the  world  as  much  as  gold,  and  there  was 
no  reason  to  suppose  there  would  be  any  divergence 
between  their  relative  value,  nor  would  there  have 
been  any  but  for  mischievous  legislation  urged  on 
France  by  England,  which  falsified  the  standard,  and 
gave  to  gold  an  inflated  and  unnatural  value. 

Fallacy. — It  would  be  unjust  to  loans  contracted  since  1873 
to  return  to  Bimetallism. 

Answer. — A  far  greater  injustice  to  loans  contracted  before 
1873  is  perpetrated  by  the  neglect  to  return  to 
Bimetallism.  Moreover,  debts  contracted  since  1873 
were  contracted  with  the  full  knowledge  that  silver 
was  subject  to  the  most  violent  fluctuations, 
measured  by  the  standard  of  gold ;  but  this  was  not 
the  case  before  1873,  when  both  metals  wese  the 
,  world's  money,  and  had  circulated  concurrently  for 
three-quarters  of  a  century  at  a  fixed  ratio. 

Fallacy. — Gold  cannot  be  scarce,  for  money  was  never  so 
cheap  as  now. 

Ansiver. — This  fallacy  is  due  to  confusion  of  terms,  and  an 
ignorance  of  the  difference  between  a  low  interest 
for  loans  and  scarcity  of  gold.  The  former  depends 
on  the  demand  for  loans,  whilst  the  latter,  by 
depressing  enterprise,  causes  the  demand  for  loans 
to  fall  off.  "  Cheap  "  money  is  the  usual  accom- 
paniment of  a  contraction  in  the  supply  of  the  volume 
of  currency,  and  when  gold  has  been  most  abundant 
the  rate  of  discount  has  been  unusually  high.  On 
the  other  hand,  in  periods  of  depression  the  rate  of 
interest  and  discount  is  low,  because  there  is  a 
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diminished  demand  for  money  on  loan;  business 
being  restricted  and  enterprise  checked  when  prices 
are  falling.* 

Fallacy. — Nations  might  not  adhere  to  an  international 
agreement. 

Answer. — There  would  be  no  possible  inducement  for  any 
nation  to  secede,  but  every  inducement  to  the 
contrary. 

Fallacy. — Because  some  prices  have  risen,  it  is  evident  that 
prices  in  general  have  not  fallen. 

Answer. —  There  are  agencies  at  work  which  cause  great 
fluctuations  in  different  commodities.  An  instance 
of  one  may  be  cited  in  the  foot-and-mouth  disease, 
which  has  caused  a  rise  in  the  prices  of  cattle,  meat, 
hides,  &c,  but  it  is  beyond  all  dispute  that,  with 
a  few  exceptions,  prices  have  fallen  heavily. 

Fallacy.— -If  Bimetallism  were  adopted,  silver-using  countries 
would  abandon  the  use  of  silver,  and  cause  a  scarcity 
of  gold. 


*  The  following  table,  furnished  by  Sir  Louis  Mallet  in  an  appendix  to 
the  Final  Report  of  the  Royal  Commission  on  Gold  and  Silver,  shows  that 
although  the  production  was  much  smaller  during  the  years  1844-51 
than  during  the  years  1852-59,  the  average  rate  of  discount  was  lower. 


Year. 

Average  rate 
of 

discount. 

Production. 
Millions 
sterling. 

Year. 

Average  rate 
of 

discount. 

Production. 
Millions 
sterling. 

£  s. 

d. 

£  s.  d. 

1844... 

2  10 

0 

7-6 

1852... 

2   3  0 

355 

1845... 

2  13 

8 

7-6 

1853... 

3  13  10 

311 

1846... 

3  6 

6 

7-6 

1854... 

5   2  3 

25*5 

1847... 

5  3 

6 

7-6 

1855... 

4  17  10 

27  0 

1848... 

3  14 

5 

7-6 

1856... 

6  12 

29  5 

1849... 

2  18 

7 

12-7 

1857... 

5  13  3 

267 

1850... 

2  10 

1 

142 

1858... 

3   4  7 

24-9 

1851... 

3  0 

0 

16-6 

1859... 

2  14  7 

250 

A  rerage 
of 

8  years. 

|  3  12 

3 

102 

Average 

of 
8  years. 

|  4   6  4 

26-3 

77 


Answer. — No  motive  can  be  assigned  for  such  a  step.  It  is 
scarcely  probable  that  when  both  silver  and  gold 
were  relatively  of  equal  value,  as  they  would  be 
under  International  Bimetallism,  any  nation  would 
incur  the  cost  of  exporting  one  kind  of  bullion  to 
replace  it  with  another  kind,  without  any  compen- 
sating profit  to  recoup  that  cost.  In  fact,  the 
greater  the  extent  of  Bimetallic  agreement,  the  less 
would  be  the  inducement  for  metals  to  change  their 
locality. 

Fallacy. — Under  a  Bimetallic  system,  the  certainty  of  definite 
payment  would  be  lost. 

Answer. — On  the  contrary,  it  would  be  very  greatly  increased, 
because  the  compensatory  action  of  Bimetallism  pre- 
vents fluctuation. 

Fallacy. — Bimetallism  is  opposed  to  the  principles  of  Free 
Trade. 

Answer. — Bimetallism  gives  fair  play  between  gold  and  silver. 

Gold  monometallism,  as  it  exists  in  Europe,  is  Pro- 
tection in  its  worst  and  most  mischievous  form ;  it 
protects  gold  at  the  expense  of  silver,  and  a  few 
of  the  unproductive  classes  at  the  expense  of  the 
productive  classes. 

Fallacy. — If  gold  be  scarce,  its  scarcity  may  be  met  by  an 
increase  in  the  circulation  of  paper  money. 

Answer. — The  issue  of,  unsecured  paper  money  is  dangerous, 
and  opposed  to  all  monetary  science.  As  Jevons 
•  says:  "While  the  elasticity  of  credit  may  give  prices 
"  a  more  free  flight,  the  inflation  of  credit  must  be 
"  checked  by  the  well-defined  boundary  of  available 
"  capital,  which  consists  in  the  last  resort  of  the 
"  reserve  of  notes  equivalent  to  gold  in  the  banking 
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"  department  of  the  Bank  of  England.  ...  It 
"  is  the  aggregate  of  coin  and  gold  in  circulation 
"  and  reserve, — in  short,  the  sujpply  of  gold  as  corn- 
"pared  with  the  work  it  has  to  do, — which  deter- 
"  mines  the  range  of  prices,  and  which  must  in  the 
"  last  resort  be  used  to  make  payments  either  in  an 
"  internal  or  foreign  drain/' 

Fallacy.— -The  scarcity  of  gold  can  cause  no  difficulty,  because 
the  need  of  gold  is  less  in  late  years,  in  consequence 
of  the  greater  use  of  cheques,  bills,  and  other  mer- 
cantile devices. 

Answer, — There  is  not  the  slightest  evidence  to  show  that 
there  has  been  any  considerable  economy  in  the  use 
of  gold  since  1873,  but,  on  the  contrary,  the  records 
of  banking  show  a  considerable  increase  in  the  use 
of  gold. 

Fallacij. — Silver  has  not  been  demonetised ;  it  has  been  freely 
coined  in  Europe  since  1873. 

Ansv'er. — It  has  to  all  intents  been  minted  only  as  tokens, 
not  as  standard  coins ;  it  is  not  and  cannot  be 
money  in  an  international  sense  until  the  mintage  is 
unrestricted.  It  would  lose  its  value  on  exportation, 
and  as  regards  money  in  its  true  sense,  it  might 
almost  as  well  have  been  so  much  paper. 


Chapter  XIII. 

IGNORANCE  AND  APATHY. 

Those  who  entertain  the  opinion  that  Bimetallism  is  some- 
thing new,  untried,  and  abstruse,  resemble  the  Bourgeois 
Gentilhomme  of'Molidre,  who  was  surprised  to  find  that  he  had 
been  speaking  "prose"  all  his  life  but  had  been  unaware  of  it. 
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Europe  has  been  practically  Bimetallic  from  time  immemorial, 
but  is  only  now  waking  to  the  consciousness  of  the  fact. 

Personally,  I  have  been  much  struck  with  the  apathy  and 
ignorance  existing  even  amongst  those  whose  vocations  might 
be  expected  to  induce  a  lively  interest  in  the  subject.  A  few 
years  ago,  when  passing  from  India  to  the  Straits  Settlements, 
China,  Japan,  the  United  States,  to  England,  the  Continent, 
and  back  to  India,  I  made  a  point  of  introducing  the 
subject  of  Bimetallism  into  conversation,  whenever  I  met 
bankers  or  merchants;  but  I  found  scarcely  one  who  either 
took  the  slightest  interest  in  the  subject,  or  knew  any- 
thing about  it.  This  is  to  a  great  extent  due  to  the  obscure 
manner  in  which  the  subject  has  been  treated  by  different 
writers.  Ottomar  Haupt,  a  few  years  ago,  wrote:  "The 
"  actual  working  of  Bimetallism  in  England  in  our  days, 
"has,  to  our  knowledge,  never  been  touched  upon  in  a 
"  tangible  way  ;  what  we  possess  is  a  mass  of  literature  of  an 
"  abstract  kind,  in  which  the  discussions  on  money,  on  standard, 
"  on  currency,  on  value,  and  so  on,  play  the  main  part,  and  are 
"treated  in  such  a  complicated  way,  that  the  reader  loses 
"  himself  entirely  in  the  niceties  of  political  economy,  if  he 
"  does  not  even  get  puzzled  by  the  theories  advanced  by  one 
"  and  the  other  school,  and  stated,  at  times,  in  not  exactly  a 
"  clear  manner."* 

Since  that  time,  many  valuable  pamphlets  have  been  written 
on  the  subject,  and  a  very  great  change  has  taken  place  in 
public  opinion ;  but  it  is  still  very  common  to  receive  from 
the  majority  of  business  men,  either  a  confession  that  the 
subject  is  too  abstruse  to  be  mastered  by  them,  or  a  dogmatic 
unquestioning  condemnation  of  Bimetallism  ;  for,  as  Mr. 
Goschen  has  pithily  observed :  "I  am  aware  that  most  of  the 
"  Monometallists  hold  their  views  so  strongly,  that  many  of 


*  "  Bimetallic  England  " :  Ottomar  Haupt. 
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"  them,  like  the  most  orthodox  religious  people,  are  unable  to 
"  give  an  account  of  their  belief."* 

With  regard  to  our  statesmen,  their  attitude  may  perhaps 
be  indicated  by  the  following  extract  from  the  address 
delivered  at  Manchester  by  Mr.  Grenfell,  who,  in  his  position 
of  Governor  of  the  Bank  of  England,  had  ample  opportunity 
of  seeing  the  determination  of  public  men  to  have  nothing  to 
do  with  the  matter.    He  says  :  — 

"  Mr.  Gladstone,  then  both  Prime  Minister  and  Chancellor 
"  of  the  Exchequer,  in  lengthy  and  involved  sentences,  full  of 
"  interminable  but  most  musical  adjectives,  declared  that  the 
"  matter  was  only  in  an  academic  stage,  and  not  within  the 
"  scope  of  practical  politics ;  which,  translated  into  English, 
"  meant  that  Lancashire  had  not  made  a  row  about  it.  Lord 
"  Sherbrooke  (formerly  Mr.  Lowe),  an  ex-Chancellor  of  the 
"  Exchequer,  on  being  asked  by  Mr.  Pender  if  there  was 
" anything  in  the  question,  answered :  'Oh,  only  fools  are 
"  '  Bimetallists.'  But  subsequently,  having  dashed  into  the 
"  controversy  in  the  4  Nineteenth  Century,'  admitted  two  years 
"  later  that  he  was  beaten  in  it,  after  having  heaped  on  our 
"  heads  every  epithet  which  his  richly-stored  mind  could  find 
"  to  express  his  contempt  for  our  reasoning  powers  and  our 
44  understanding.  The  next  Chancellor  of  the  Exchequer, 
44  Mr.  Childers,  frankly  said  that  he  had  learnt  his  political 
"  economy  forty  years  ago,  and  was  not  going  to  school  again  ; 
"  while  the  permanent  officials  took  refuge  in  the  papal  reply, 
"  non  possumus."] 

The  statement  that  Bimetallism  is  only  in  an  academic 
stage,  when  it  has  been  in  practical  and  satisfactory  operation 
from  time  immemorial,  betrays  an  ignorance  of  currency  sur- 


*  Deputation  to  the  Prime  Minister  and  Chancellor  of  the  Exchequer, 
May  30th,  1889. 

i  Address  delivered  at  Manchester  by  Mr.  Grenfell,  ex-Governor  of  the 
Bank  of  England,  February  16th,  1886. 
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prising  in  a  Chancellor  of  the  Exchequer,  and  proves  how 
little  the  subject  has  been  studied  in  England.  Lord  Sher- 
brooke  subsequently  had  the  manliness  to  confess  his  error  in 
these  words:  "  Nec  tarn  turpe  fait  vinci,  quam  contendisse 
" decorum"  which  I  may  perhaps  translate :  " The  disgrace  of 
"  my  defeat  has  been  less  than  the  glory  of  the  controversy." 

But  perhaps  the  most  marked  exhibition  of  official  ignorance 
was  that  of  the  Treasury  officers,  who  in  1886,  when  opposing 
the  wishes  of  the  Government  of  India,  actually  cited  the 
utterances  of  Mr.  Goschen  and  Mr.  Gibbs  at  the  Paris  Con- 
ference of  1878,  to  prove  their  contention  that  the  establishment 
of  a  fixed  ratio  between  gold  and  silver  was  utterly  imprac- 
ticable, although  at  that  time  it  was  notorious  that  both  these 
gentlemen  had  modified  or  changed  their  views  since  1878.* 

Mr.  Gibbs  had  publicly  retracted  the  very  utterances  which 
the  Treasury  cited  to  prove  their  case,  and  had  become  the 
leader  in  the  Bimetallic  movement,  whilst  Mr.  Goschen's 
writings  were  so  favourable  to  the  Bimetallic  cause  that  they 
were  published  in  the  Occasional  Papers  of  the  Bimetallic 
League.    Mr.  Goschen  has  lately  said :  "  There  is  a  class  of 

Monometallists  who  say  that  Bimetallism  is  all  nonsense, 
"  and  cannot  understand  what  it  means.  Now,  I  do  not 
"  think  it  is  nonsense  at  all.  I  think  it  is  a  very  serious 
"demand  for  a  change  which,  if  adopted,  would  produce 
"  very  large  results.  For  my  part,  I  have  held  (and  on  that 
"  point  I  have  understood  I  am  on  the  side  of  Bimetallists), 
"  that  the  question  of  the  value  of  silver  and  of  gold  was  not 
"  a  simple  question  of  natural  supply  and  demand  ;  and  that 
"  position  on  my  part,  I  dare  say,  is  looked  upon  as  a  heresy 
"  by  the  extreme  disciples  of  the  Monometallic  school.  But 
"  I  think  it  cannot  be  denied  that  Government  action  in 
"  various  States  has  had  an  enormous  effect  on  the  relative 


*  Treasury  Dispatch  to  the  Government  of  India,  31st  May,  1886. 
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"  value  of  silver  and  gold.  The  action  of  the  Latin  Union, 
"  the  action  of  Germany,  the  displacement  of  silver  and  the 
"  enthronement  of  gold  in  its  place  in  many  countries,  have 
"  had  an  immense  effect  in  producing  the  changes  which 
"  the  Bimetallists  deplore,  and  attempt  to  remedy.  So  far,  it 
"  appears  to  me,  it  can  fairly  be  said  that  the  actions  of 
"  Governments  have  a  distinct  influence  upon  the  question 
"  of  standards.  I  fully  appreciate  the  importance  of  the 
"  question.  I  feel  it  is  almost  impossible  to  exaggerate  its 
"  importance."* 

Let  Mr.  Gibbs  speak  for  himself.  At  a  public  meeting 
in  May,  1883,  he  said  :  "Mr.  Goschen  and  I  were  together 
"  on  the  Conference  in  Paris.  Both  of  us  were  sturdy 
"  defenders  of  gold  monometallism,  but  I  have  changed  my 
"  mind.  I  do  not  say  that  Mr.  Goschen  has  changed  his 
"  mind,  but  I  think  he  has  somewhat  modified  it."f  How  far 
he  has  modified  it  the  extract  above  shows. 

Again,  in  a  pamphlet  entitled  "  Gold  and  Silver,"  he 
wrote :  "I  will  now  bring  this  long  letter  to  a  close.  I  have 
"  expressed  in  it  conclusions  which  differ  very  widely  from 
"  the  spirit  of  the  proceedings  of  the  Paris  Conference,  pre- 
"  sented  to  the  Government  by  my  colleagues  and  myself.  I 
"  fully  concurred  in  that  report ;  but  the  more  I  have,  since 
"  then,  thought  over  the  subject,  the  more  have  I  been  led  to 
"  distrust  some  part  of  our  reasoning,  and  to  doubt,  in  part, 

"  the  wisdom  of  the  conclusion  to  which  we  came  

"  I  hope  I  have,  at  any  rate,  shown  cause  why  the  matter 
"  should  not  be  summarily  dismissed  in  the  words  of  Objection 
"  No.  VII. :  £  That  it  is  impracticable,  and  cannot  be  made 
"  '  acceptable  to  England.'  ...  I  hope,  therefore,  that 
"  some  one  will  show  me  by  arguments  more  cogent  than 

*  Speech  in  the  Town  Hall,  Manchester,  November  17th,  1887. 
t  Annual  Meeting  of  the  International  Monetary  Standards  Association, 
Miiy  .".1st,  L883. 
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"  those  that  have  yet  been  used,  wherein  consists  the  imprac- 
ticability, and  what  other  reasons  there  are  beyond  the 
"  invincibility  of  prejudice  which  should  make  one  sure  that 
"  a  change  can  never  be  made  acceptable."* 

It  is  satisfactory,  however,  to  find  that  a  strong  reaction  in 
favour  of  Bimetallism  has  set  in.  The  converts  to  Bimetallism 
and  its  adherents  are  steadily  increasing.  Journals  which 
formerly  treated  Bimetallism  as  a  folly,  have  been  forced  to 
change  their  tone,  and  many  are  now  advocates  of  the  system. 
In  the  United  States,  France,  Belgium,  Holland,  Italy,  many 
of  the  most  eminent  men  are  staunch  upholders  of  the  double 
standard,  and  petitions  in  favour  of  Bimetallism  have  been 
received  from  ail  quarters.  In  England  many  of  the  Chambers 
of  Commerce  and  the  associations  of  working  men  have 
petitioned  in  favour  of  its  revival ;  and  last,  but  not  least, 
stands  the  conversion  of  the  quondam  Monometallist  members 
of  the  Royal  Commission. 

Very  great  moral  courage  is  needed  for  the  avowal  of  error, 
and  the  recantation  of  views  that  have  been  once  strongly 
and  publicly  upheld;  but  to  their  credit  be  it  said,  that 
numbers  of  eminent  men,  who  were  once  staunch  opponents 
of  Bimetallism,  and  denounced  it  as  a  craze,  have,  after  a 
patient  investigation,  admitted  its  efficacy.  There  are  num- 
bers who,  like  Lord  Sherbrooke,  have  thought  that  "  only  fools 
"  were  Bimetallists,"  and  who,  like  him,  have  had  the  courage 
to  avow  their  mistake. 

The  Bimetallist  must  not  imitate  the  Monometallist  in  the 
retort  that  "  only  fools  are  Monometallists,"  for  there  are 
many  able  and  eminent  men  in  the  ranks  of  Monometallism, 
but  it  may  be  safely  affirmed  that  all  such  men  are  either 
those  who  have  not  taken  the  trouble  to  investigate  the 
subject  fairly,  or  else  those  who  have  not  had  the  manliness 
to  admit  their  error  when  convinced. 


*  "  Silver  and  Gold  "  :  H.  H.  Gibbs,  p.  8. 
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Chapter  XIV. 

EFFECT  OF  DEMONETISATION  ON  SILVER-USING 
COUNTRIES. 

It  lias  often  been  asserted  that  a  fall  in  gold  must  be  attended 
by  an  equivalent  rise  in  silver  prices,  and  that  consequently 
silver-using  countries  must  benefit  from  the  demonetisation 
of  silver  in  Europe,  exactly  in  the  same  proportion  that  gold- 
using  countries  suffer  from  it ;  but  this  assertion  is  based  on 
a  fallacy  that  is  capable  of  easy  demonstration,  because  the 
demonetisation  of  silver  in  Europe  does  not  necessarily  release 
the  demonetised  metal  to  perform  the  functions  of  money  in 
silver-using  countries.  In  fact,  an  enormous  stock  of  silver 
remains  locked  up  in  France,  Germany,  and  the  United 
States,  incapable  of  performing  the  true  functions  of  in- 
ternational money ;  much  of  it  no  longer  available  for 
reserve,  and  all  of  it  useless  as  international  money. 
The  amount  of  silver  thus  kept  up  at  a  fictitious  gold 
value  by  legislation  in  Europe  and  the  United  States, 
has  been  estimated  by  Soetbeer  at  upwards  of  £390,000,000 
sterling,  most  of  which,  with  the  exception  of  that  used 
for  subsidiary  tokens,*  or  for  which  silver  certificates 
have  been  issued,  is  uselessly  hoarded;  for  the  silver  thus 
locked  up  in  gold-using  countries  cannot  be  employed  as 
a  sound  reserve,  because  its  value  is  uncertain,  and  if  the 
Bland  Bill  should  be  repealed,  or  any  other  legislative  action 
should  intensify  the  scramble  for  gold,  it  is  impossible  to 
predict  to  what  extent  silver  may  depreciate  as  measured  by 
gold ;  but  at  all  events,  for  the  present,  it  is  not  available  for 
use  in  expanding  the  currency  of  silver-using  couu tries. 

The  statistics  of  the  net  imports  of  silver  into  India,  show 
beyond  a  doubt  that  the  supply  of  silver  currency  in  that 

*  Though  the  term  is  not  strictly  correct,  I  have  (/ante  de  mieux) 
throughout  this  essay  used  the  word  "token"  to  express  a  coin  which 
circulates  at  a  yalue  higher  than  its  market  value  as  bullion. 
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country,  at  all  events,  lias  not  increased  abnormally  since  the 
demonetisation  of  silver  in  Europe.  It  is  therefore  evident 
that  India  has  not  reaped  any  advantage  in  this  particular 
respect.  There  was  a  possibility,  however,  that  gold  might 
have  been  imported  for  the  purposes  of  hoarding,  and  thus 
have  liberated  a  corresponding  value  of  silver  for  use  in 
currency.  For  the  purpose  of  testing  this,  I  have  prepared 
the  accompanying  diagram,  calculated  from  Sir  D.  Barbour's 
table  of  net  imports  of  silver,  and  also  the  total  net  imports 
into  India  of  silver  and  gold  yearly  on  the  average  of  periods 
of  five  years. 

It  will  be  seen  by  this  diagram  (No.  5)  that  the  addition 

DIAGRAM  No.  5. 

Yearly  averages  of  net  imports  of  Gold  and  Silver 
into  India  in  periods  of  five  years. 

SILVER  Imports  shewn  thus  - 

GOLD  and  SILVER  Imports  shewn  thus 
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of  the  gold  imports  does  not  materially  affect  the  comparison, 
and  that  instead  of  any  abnormal  expansion  in  the  supply  of 
metallic  currency,  there  has  been  a  distinct  tendency  to 
contraction  since  1870. 

China,  on  the  contrary,  appears  to  have  gained  somewhat 
in  the  rate  of  supply  of  her  currency,  for  during  the  decade 
preceding  1873  her  net  exports  of  silver  were  about 
£6,000,000,  whereas  in  the  decade  succeeding  1873  her  net 
imports  amounted  to  £19,000,000;  but  this  only  represents 
an  annual  increase  of  2 \  millions  on  the  average — an  insig- 
nificant amount  not  at  all  commensurate  with  the  loss  to 
gold-using  countries.  Thus,  it  would  appear  that  whilst  the 
currency  of  gold-using  countries  has  contracted  to  a  very 
serious  extent,  there  has  been  nothing  like  an  equivalent 
expansion  in  the  supply  of  the  currency  of  silver-using 
countries. 

Turning  to  the  agriculturist  in  India,  it  also  becomes 
-evident  that  his  gains  have  not  been  in  any  degree  com- 
mensurate with  the  losses  of  the  agriculturists  in  gold-using 
countries ; — his  produce,  as  a  rule,  has  not  commanded  higher 
silver  prices  than  before  ;  his  gains  in  that  direction  have  to 
a  great  extent  been  negative ; — all  that  can  be  said  for  him  is 
that  he  has  not  been  exposed  to  the  ruin  to  which  his  gold- 
using  competitors  have  been  subjected,  nor  has  he  shared 
their  difficulties  ; — it  has  not  been  necessary  for  him,  like  the 
gold-using  agriculturist,  to  raise  more  produce  than  before 
in  order  to  gain  a  given  amount  of  money,  or  to  satisfy  his 
obligations,  whether  those  obligations  happen  to  be  in  the 
form  of  rent,  taxes,  mortgages,  or  borrowed  money ; — his 
position  practically  remains  almost  unchanged  as  regards  the 
remuneration  he  receives  for  a  given  amount  of  produce ; — 
the  only  advantage  he  has  gained  from  the  existing  state  of 
affairs  is  due  to  the  misfortunes  of  the  gold-using  competitors, 
who  are  heavily  handicapped  in  their  operations.   The  Indian 
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agriculturist  doubtless  gains  an  additional  advantage  by 
recently  increased  facilities  of  railway  communication,  which 
reduce  the  cost  of  transport  to  the  port  of  shipment;  but  this 
is  outside  the  point  in  question. 

With  the  view  of  exhibiting  more  clearly  the  fact  that  the 
agricultural  produce,  as  a  rule,  commands  no  higher  prices 
than  it  did  before  the  economic  disturbance  in  question,  I 
have  prepared  a  number  of  diagrams,  chiefly  constructed 
from  statistics  furnished  by  Government.  In  these  diagrams 
I  have  reduced  the  prices  to  a  silver  standard,  showing 
graphically  the  changes  that  have  occurred  in  the  rates  of 
Indian  produce  year  by  year. 

Diagram  No.  6,  which  has  been  computed  from  Soetbeer's 
figures,  shows  that  there  has  been  remarkably  little  change  in 
the  silver  price  of  commodities  as  a  whole  since  1873;  they 
were  slightly  lower  between  1874  and  1878  ;  slightly  higher 
between  1878  and  1884,  with  a  fall  in  1885,  followed  by  a 
recovery  in  1886,  but  not  quite  up  to  the  prices  of  1873. 
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DIAGRAM  No.  6. 
Prices  of  Gold  and  Commodities 
measured  by  Silver 
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DIAGRAM  No.  7. 

Fluctuation  in  the  annual  export  and  prices  of  Wheat 


The  zero  for  prices  is  based  on  the  average  of  the 
5  years  (1866-60)  measured  by  Silver 
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The  averag-e  price  of  Wheat  for  the  16  years  (1870-84) 

is  9£  per  cent  lower  than  the  average  of  the  6  years 

(1866-9) 
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Diagram  No.  7,  giving  the  silver  price  of  wheat,  shows 
that  the  rates  have  not  fluctuated  much  since  1870,  but  on 
the  whole  have  been  lower  than  before. 

In  Diagram  No.  8,  I  have  separated  the  exported  from  the 
non-exported  food-grains,  with  the  view  of  ascertaining 
whether  the  export  exercises  any  practical  influence  on 
prices,  but  it  does  not  appear  to  have  any  such  effect.  In 
both  cases  food-grains  have  commanded  lower  prices  than 
the  average  of  the  five  years  preceding  1870,  except  in  the 
years  1877-79,  when,  in  consequence  of  a  famine  in  India, 
the  prices  were  above  that  average. 


DIAGRAM  No.  8. 
Fluctuation  in  the  prices  of  Exported  and  Non-Exported 
Indian  Food  Grains 

The  zero  for  prices  is  based  on  the  average  of  the 
5  years  (1805-09)  measured  by  Silver 


10 
10 




^  

1 
1 

=  ■/ 

XI  < 

/ 

\ 

«U 
XI 

L, 

d 

/ 

\ 

i 

.i 
■i 

1 

/ 

\ 

 < 

* — 

r  < 

t 

V 

-v- 

/ 

X 

/ 

/ 

-Aj 

\ 

■ — . — 

\ 

— \ 

\ 



eo  iQ 

2    «  £o 


to  oo  ?i 

&      £     So  So 


The  average  price  of  exported  food  grains  for  the  15 
years  (1870-1884)  is  10  per  cent,  lower,  and  of  non-exporfced 
food  grains  10  per  cent,  lower  than  the  average  of  the 
5  years  (1805-09) 
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In  the  case  of  linseed  (Diagram  No.  9)  the  fluctuations  of 
price  have  been  very  small,  sometimes  above  and  sometimes 
below  the  average  of  the  two  years  preceding  1870. 

DIAGRAM  No.  9. 

Fluctuation  in  the  export  and  prices  of  Linseed 

The  zero  for  prices  is  based  on  the  average  of  the 
6  years  (1805-60)  measured  by  Silver 
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The  average  price  of  Linseed  for  the  15  years  (1870-84) 
is  4  per  cent,  lower  than  the  average  for  the  6  years 

(1866-69) 


Diagram  No.  1 0  shows  that  hides  have  commanded  higher 
silver  prices  than  the  average  of  the  two  years  preceding 
1870. 


DIAQRita  No.  10. 

Fluctuation  in  the  export  and  prices  of  Hide©. 
The  zero  for  prices  is  based  on  the  average  of  the 
5  years  (1865-80)  measured  by  Silver 


The  average  price  of  Hides  for  the  15  years  (187G-84) 
is  42  per  cent,  higher  than  the  average  of  the  5  year® 
(1865-69) 


Diagram  No.  11  shows  that  jute  has  on  the  whole  com- 
manded a  higher  price  than  the  average  of  the  five  years 
preceding  1870.         DIAGRAM  No.  11. 

Fluctuation  in  the  export  and  prices  of  Jute 

The  zero  for  prices  is  based  on  the  average  of  the 
5  years-  (1865-69)  measured  by  Silver 


The  average  price  of  Jute  for  the  15  years  (1870-84)  is 
28  per  cent,  higher  than  the  average  of  the  5  years  (1805-69) 
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Diagram  No.  12  shows  that  cotton  has  commanded  lower 
prices  than  the  average  of  the  five  years  preceding  1870. 

DIAGRAM  No.  12. 

Fluctuation  in  the  export  and  price  of  Cotton 
The  zero  for  prices  is  based  on  the  average  of  the 
5  years  (1865-69)  measured  by  Silver 


The  average  price  of  Cotton  for  the  15  years  (1870-84) 
is  25  per  cent  lower  than  the  average  for  the  5  years 

(1865-69) 

Diagram  No.  13  shows  that  the  price  of  rice  has  fluctuated 
sometimes  below,  sometimes  above  the  average  prices  of  the 
five  years  preceding  1870. 

It  is  therefore  evident  that  any  stimulus  that  may  have 
been  given  to  the  export  trade  of  India  cannot  have  been 
given  by  the  silver  prices  ruling  in  India,  but  rather  by  the 
disabilities  under  which  the  gold-using  agriculturist  labours. 

it  would,  however,  be  a  mistake  to  suppose  that  the  in- 
creased exports  of  India  are  wholly  due  to  the  disadvantages 
fco  which  com  pel, iters  in  gold-using  countries  are  now  subject ; 


DIAGRAM  No.  13. 
Fluctuation  in  the  export  and  price  of  Rice 

The  fcero  for  prices  is  based  on  the  average  of  the 

5  years  (1865-69)  measured  by  Silver 
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The  average  price  of  Rice  for  the  15  years  (1870-84)  is 
3  per  cent,  lower  than  the  average  for  the  5  years  (1865-69) 

for  there  can  be  no  doubt  that  railway  extension  and  State 
railway  policy  has  had  a  share  in  the  work  of  development. 
Not  only  have  new  fields  of  produce  been  opened  out,  but 
State  railway  policy  has  led  to  a  large  reduction  of  railway 
rates,  thus  cheapening  the  cost  of  production  at  the  port  of 
shipment.  • 

The  construction  of  the  Eajputana  Eailway,  passing  as  it 
does  through  the  heart  of  India,  and  carrying  produce  at  low 
rates,  gave  to  the  State,  to  a  certain  extent,  control  over  the 
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rates  of  other  railways  in  India,  and  led  to  a  general  reduction. 
Unfortunately  this  advantage  has  been  lost  by  ceding  the 
railway  to  a  company,  whose  interest  it  is  to  make  as  much 
direct  profit  as  possible,  regardless  of  the  development  of  the 
country  further  than  it  might  be  subservient  to  the  interests 
of  the  company. 

Railways  ought  to  be  regarded  as  the  means  of  developing 
the  resources,  not  of  increasing  the  revenue,  of  a  country.  In 
some  cases  it  may  be  to  the  interest  of  a  Government  to  incur 
a  direct  loss  in  railway  revenue  by  low  rates  of  transport, 
and  to  recoup  that  loss  indirectly  by  the  increased  revenue 
naturally  arising  from  the  improved  prosperity  of  the  country ; 
whilst  on  the  other  hand  it  is  manifestly  to  the  interest  of  a 
company  to  reap  the  largest  amount  of  direct  profit  from 
a  railway.  And  why  has  not  the  obviously  wiser  and  more 
comprehensive  policy  prevailed  in  India  ?  Not  because  the 
Government  was  really  opposed  to  it,  but  simply  because 
the  silver  question  has  rendered  it  impossible  to  burden  the 
country  with  indefinite  taxes,  to  pay  the  interest  on  the 
necessary  loans, — taxes  that  might  in  the  existing  instability 
of  exchange  be  enormously  increased,  whilst  the  capital  to  be 
ultimately  repaid  would  also  be  increased  in  like  proportion. 

The  gain  to  India  by  the  demonetisation  of  silver  in  Europe, 
has  been  to  a  great  extent  negative ;  it  has  gained  merely  by 
contrast  with  the  depression  in  gold-metallist  countries,  and 
the  absence  of  those  disadvantages  which  have  hampered  the 
trade  of  those  countries.  It  has  not  shared  that  depression, 
because  its  currency  has  not  contracted,  nor  has  its  monetary 
standard  appreciated ;  but,  on  the  other  hand,  the  fall  of 
exchange  has  exercised  a  baneful  and  deterrent  influence  in 
forming  an  insuperable  obstacle  to  State  railway  extension, 
and  to  the  true  State  policy  of  low  rates  of  transport.  It 
further  exercises  a  pernicious  effect  in  keeping  capital  out 
of  the  country  ;  in  largely  adding  to  the  taxes  and  other 
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burdens  of  India ;  in  importing  into  commerce  an  element  of 
uncertainty,  speculation,  and  instability,  and  in  generally 
depressing  trade  throughout  the  world.  To  quote  the  words 
of  M.  Oernuschi:  "  The  Indian  Budget  is  disarranged;  public 
"  works  are  countermanded ;  and  all  administration  and 
"  financial  policy  have  no  longer  but  one  aim — to  recover  by 
"  no  matter  what  reduction  of  expenditure  what  is  lost  by 
"  exchange.  Never  was  so  paltry  a  programme  imposed  on  a 
"  great  Government." 


Chapter  XV. 
CONCLUSION. 

In  the  preceding  pages  I  have  traced  the  connection,  step 
by  step,  between  the  demonetisation  of  silver  and  the  contrac- 
tion of  the  currency ;  between  the  contraction  of  the  currency 
and  the  depression  which  has  followed  it.  I  have  shown,  by 
the  evidence  of  history  and  reason : — 

That  Bimetallism  can  be,  and  has  been,  maintained  under 
the  most  adverse  conditions  ; 

That  its  action  is  in  entire  conformity  with  the  laws  of 
political  economy; 

That  the  relative  production  of  the  two  metals  has  no  effect 
whatever  on  the  legal  ratio; 

That  Bimetallism  is  not  novel,  but  that  the  departure  from 
it  in  1873  was  a  new  and  untried  experiment,  which  has 
ended  in  disaster ; 

That  the  departure  from  Bimetallism  has  been  the  cause  of 
a  serious  contraction  in  the  volume  of  currency  ; 

That  a  contraction  of  the  volume  of  currency  always  has 
been,  and  always  must  be,  productive  of  depression,  causing 
distress  amongst  the  working  classes,  discontent,  strikes,  and 
political  convulsions ; 
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That  the  adoption  of  gold  monometallism  has  been  the 
direct  cause  of  a  fall  in  prices ;  that  a  fall  in  prices  invariably 
causes  suffering  amongst  the  industrial  classes  ; 

That  the  disasters  which  have  followed  the  abandonment 
of  Bimetallism  were  distinctly  predicted,  and  that  the  predic- 
tion has  been  fulfilled  with  startling  accuracy  ; 

That  the  adoption  of  gold  monometallism  has  falsified  the 
world's  standard  of  measurement  of  value  ; 

That  this  falsification  has  introduced  into  commerce  and 
trade  an  element  of  uncertainty,  doubt,  and  distrust ; 

That  it  has  also  caused  the  inequitable  transfer  of  value 
from  the  productive  to  the  unproductive  classes  of  the  com- 
munity ; 

That  it  has  practically  altered  the  terms  of  rents,  leases, 
mortgages,  and  other  agreements  contracted  before  the  date 
of  the  demonetisation  of  silver  ; 

That  this  alteration  has  been  the  direct  cause  of  the  agri- 
cultural distress  and  of  the  discontent  in  Ireland  ; 

That  the  agricultural  depression  reacts  and  affects  more  or 
less  prejudicially  all  other  industries ; 

That  the  only  practicable  remedy  for  the  evils  which  have 
thus  arisen  is  an  unconditional  return  to  Bimetallism ; 

That  unless  this  is  done,  a  serious  danger,  which  may 
culminate  in  a  disaster  of  unprecedented  magnitude,  menaces 
the  world. 

From  a  consideration  of  these  facts,  it  is  evident  that  a 
return  to  Bimetallism  must,  to  a  very  great  extent,  remove 
the  evils  which  a  departure  from  it  has  caused  ;  and  as  the 
preceding  pages  contain  all  the  arguments  on  which  I  shall 
base  my  conclusions,  it  will  only  be  necessary  to  sum  up  the 
probable  effects  of  a  return  to  Bimetallism  as  briefly  as 
possible. 

Various  methods  have  been  suggested  for  the  purpose  of 
introducing  a  double  standard.    One  plan,  which  has  not  met 
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with  much  favour,  is  that  of  uniting  the  two  metals  in  one 
coin,  either  as  an  alloy  or  by  the  insertion  of  a  small  disc  of 
gold  in  the  centre  of  a  silver  coin.  This  method,  however,  is 
not  only  wanting  in  simplicity  and  practicability,  but  it  would 
be  devoid  of  that  compensatory  action  which  forms  the  valu- 
able feature  in  the  ordinary  system  of  Bimetallism.  The 
benefit  of  unrestricted  mintage  would  be  lost ;  and  that  metal 
which  happened  to  be,  for  the  time  being,  produced  in  the 
greatest  relative  quantity,  would  be  at  a  discount,  because  the 
surplus  quantity,  which  could  not  be  combined  with  its  fellow 
metal,  would  not  be  in  demand  for  money,  and  its  price  would 
therefore  fall.  Moreover,  the  volume  of  currency  would  be 
contracted  by  the  extent  of  that  surplus,  and  would  be  limited 
by  the  production  of  that  metal  which  might  be  obtained  in 
the  smallest  relative  quantity ;  whereas,  under  the  ordinary 
system  of  Bimetallism,  all  metal  produced  goes  to  swell  the 
joint  volume  of  currency,  no  matter  how  great  the  excess 
production  of  one  metal  may  be. 

For  carrying  out  the  ordinary  system  of  Bimetallism,  an 
international  agreement  is  necessary.  A  draft  form  of  such 
an  agreement,  given  in  Appendix  No.  VI.,  was  submitted  to 
the  Paris  Conference  of  1881  by  M.  Oernuschi.  It  is  ex- 
tremely simple,  and,  as  its  author  has  pointed  out,  the  whole 
convention  is  in  the  two  first  terms ;  the  other  articles  are 
secondary. 

Another  very  feasible  method  which  has  been  suggested,  is 
the  adoption  by  the  great  Powers,  as  legal  tender  for  any  sum, 
of  a  Bimetallic  unit,  called  the  "  Just," — the  silver  "  Just " 
having  the  weight  and  fineness  of  a  silver  five-franc  piece, 
and  the  gold  "  Just "  having  the  weight  and  fineness  of  the 
United  States  gold  dollar ; — mintage  free  to  everybody  and 
gratuitous. 

As  a  method  of  re-establishing  Bimetallism,  the  adoption 
of  the  "  Just "  would  have  many  advantages.    It  would  be 
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•simple,  and  would  require  no  complicated  international  agree- 
ment; it  would  fall  in  with  the  existing  silver  coinage  of 
France,  Italy,  Belgium,  Switzerland,  and  Greece.  It  would 
also  fall  in  with  the  existing  gold  coinage  of  the  United  States, 
and  be  a  multiple  of  the  English  copper  coinage ;  and  it  would 
at  once  create  an  international  monetary  unit,  which  would 
be  of  great  advantage  in  mercantile  transactions. 

The  silver  five-franc  piece  contains  347*23  grains  troy  of 
pure  silver ;  the  gold  dollar  of  the  United  States  23*2  grains 
troy  of  pure  gold.  The  ratio  of  gold  to  silver  would  therefore 
be  as  1  to  14*97.  The  adoption  of  these  units  would  there- 
fore have  the  result  of  establishing  widespread  Bimetallism, 
practically  at  the  ratio  of  1  to  15.  The  existing  ratio  of 
British  and  Australian  sovereigns  to  the  rupee  is  1  to  14*6, 
that  of  the  sovereign  to  the  florin  1  to  14*28  (but  the  florin  is 
only  a  token).  The  French  ratio  is  1  to  15*5,  that  of  the 
United  States  1  to  16.  Another  alternative  for  the  "  Just " 
would  be  the  adoption  of  a  silver  unit  of  the  same  weight  and 
fineness  as  the  silver  dollar  of  the  United  States,  and  a  gold 
unit  of  the  same  weight  and  fineness  as  the  gold  five-franc 
piece.  The  silver  dollar  of  the  United  States  contains  371*75 
grains  of  pure  silver,  and  the  gold  five-franc  piece  contains 
22*4  grains  troy  of  pure  gold,  giving  a  ratio  of  1  to  16*57, 
or,  approximately,  1  to  16^.  This  unit  would  have  the 
advantage  of  requiring  less  adjustment  between  the  relative 
prices  of  gold  and  silver  at  present  existing ;  it  would  also 
enable  the  dollars  of  Japan,  Mexico,  South  America,  and  the 
Trade  dollar  to  pass  current  in  the  United  States  of  America 
as  formerly.  It  would,  moreover,  be  in  conformity  with  the 
gold  coinage  of  France,  Belgium,  Italy,  Switzerland,  and 
Greece.  On  the  other  hand,  it  would  have  the  disadvantage 
of  permanently  lowering  the  paying  power  of  silver  somewhat, 
and  contracting  to  some  extent  the  volume  of  currency.  On 
the  whole,  therefore,  the  first  proposal  appears  to  have  the 
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advantage.  The  subsidiary  silver  tokens  of  each  country 
might  circulate  as  before,  until  in  time  they  might  be  super- 
seded by  convenient  coins,  which  would  bear  their  proper 
ratio  to  the  gold  coinage,  and  would  then  become  international 
money. 

The  first  and  most  important  result  of  the  re-establishment 
of  Bimetallism  will  be  a  large  expansion  of  the  volume  of 
currency,  for  not  only  will  a  considerable  portion  of  the  silver 
which  is  now  uselessly  locked  up  be  liberated  to  perform  the 
proper  functions  of  international  money,  but  the  whole  world's 
silver  will  be  available  to  assist  gold  in  performing  the  duties 
which  it  has  to  perform  at  present  single-handed  in  Europe. 

The  silver  kept  up  at  a  fictitious  gold  value  by  legislation 
in  Europe  and  the  United  States,  was  estimated  some  few 
years  ago  by  Dr.  Soetbeer  at  upwards  of  £390,000,000  ster- 
ling, and  it  must  amount  now  to  nearly  £400,000,000.  Of 
course  a  portion  of  this  is  doing  duty  as  subsidiary  tokens, 
and  silver  certificates  have  been  issued  for  a  portion  in  the 
United  States ;  but  the  whole  of  this  vast  mass  of  silver  is 
not,  internationally  speaking,  coin  in  its  true  sense,  but  tokens, 
which  lose  their  fictitious  value  the  moment  they  are  exported, 
and  are  therefore  useless  as  international  money.  Liberated 
by  rehabilitation,  the  silver  not  required  for  subsidiary  coins 
will  contribute  to  a  large  expansion  of  the  volume  of  currency. 

I  have  already  shown  that  history  and  reason  alike  prove 
incontestably.  the  beneficial  results  which  must  inevitably 
follow  an  expansion  of  the  volume  of  metallic  currency.  Such 
an  expansion  must  necessarily  be  followed  by  an  era  of  pros- 
perity similar  to  that  which  followed  the  expansion  in  the 
supply  of  gold  from  California  and  Australia,  as  described 
by  Laveleye.  The  first  result  will  be  a  severe  fall  of  interest, 
and  a  slight  rise  in  prices.  These  two  events,  equally 
favourable  to  commerce  and  industry,  will  excite  over  all 
the  world  an  increase  of  commercial  activity,  enterprises  of 
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every  kind  will  spring  up,  and  there  will  be  a  great  demand 
for  capital,  and  a  rise  in  discounts ;  discontent  will  vanish, 
strikes  and  Nihilistic  agitations  will  cease,  crime  and  pauperism 
will  diminish,  wages  will  rise,  agriculture  will  recover,  and  its 
recovery  will  react  favourably  on  other  industries.  Those 
silver-using  countries  which  have  not  benefited  by  an  expan- 
sion of  the  volume  of  currency,  will  suffer  no  loss  from  the 
remonetisation  of  silver;  on  the  contrary,  they  will  benefit  by 
the  general  revival  of  trade,  and  by  the  removal  of  those 
restrictions  which  have  hindered  free  employment  of  capital. 

The  return  to  Bimetallism  will  at  once  relieve  the  Indian 
Government  of  its  financial  difficulties,  and  enable  it  to 
reduce  taxation ;  it  will  also  remove  the  difficulties  that  have 
retarded  the  development  of  railways  in  India,  Assam,  and 
Burmah,  which  should  open  out  new  fields  for  commerce  and 
industry,  and  the  construction  of  bridge  work,  rolling  stock, 
and  other  supplies  for  these  railways  will  afford  increased 
employment  to  the  industrial  labour  of  Europe. 

The  inequitable  inflation  of  bonds,  debts,  rents  on  long 
lease,  and  mortgages  will  cease;  the  freedom  of  contract 
which  has  been  interfered  with  in  Ireland  will  be  partly 
restored;  and  the  occupiers  of  land  everywhere  will  be 
relieved  from  the  necessity  of  excessive  production  to  satisfy 
their  obligations. 

The  immediate  effect  on  the  paying  power  of  the  two 
metals  will  depend  greatly  on  the  character  of  the  prelimi- 
nary measures  that  may  be  taken  to  effect  the  change.  If 
the  re-establishment  of  Bimetallism  were  carried  out  with 
extreme  rapidity,  the  sudden  adjustment  of  relative  value 
might  be  productive  of  a  very  serious  monetary  crisis ;  for  it 
is  beyond  all  doubt,  that  if  it  were  possible  without  any 
previous  warning  to  commence  the  international  mintage  of 
gold  and  silver  without  restriction,  at  a  given  ratio,  the  market 
value  of  tlioso  two  metals  would  adjust  itself  to  that  ratio  in 
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the  course  of  a  few  hours.  It  is  impossible  that  two  different 
values  could  exist  for  any  lengthened  period.  It  is  desirable, 
therefore,  that  the  negotiations  leading  to  the  re-establishment 
of  Bimetallism  should  not  be  too  rapid. 

Fortunately,  international  negotiation  is  proverbially  a  slow 
process,  and  necessarily  protracted.  In  the  first  place,  a  con- 
ference of  the  delegates  of  the  different  nations  interested 
must  be  convened  to  discuss  the  question ;  this  alone  would 
exert  an  influence  on  the  relative  value  of  the  metals.  Then 
the  tendency  of  the  recommendations  of  the  delegates  would 
naturally  transpire,  even  before  the  publication  of  the  official 
report ;  and  if  those  recommendations  tended  to  a  fixed  ratio, 
the  market  price  of  the  two  metals  would  certainly  exhibit  a 
tendency  to  move  towards  that  ratio. 

After  the  receipt  of  the  official  report,  a  considerable  time 
must  elapse  before  the  negotiations  between  the  Powers  would 
be  completed,  and  during  the  progress  of  these  negotiations, 
there  would  be  a  gradual  approach  in  the  direction  of  the 
ratio  from  time  to  time.  Finally,  a  period  would  be  specified 
which  must  elapse  before  the  unrestricted  mintage  of  the  two 
metals  should  commence,  and  during  that  period  the  prices  of 
the  two  metals  would  tend  to  adjust  themselves  to  the  ratio, 
so  that  at  the  date  fixed  for  the  new  coinage,  the  ratio  would 
have  finally  adjusted  itself,  and  the  equilibrium  would  have 
been  slowly  and  gradually  established,  without  monetary  dis- 
turbance, shock,  or  crisis  of  any  kind,  and  the  equilibrium  thus 
once  formed  would  be  both  permanent  and  unvarying. 

When  two  metals  are  linked  together  in  a  Bimetallic  stan- 
dard, they  must  equilibrate  at  the  specified  ratio,  as  surely  as 
water  finds  its  own  level. 

Jevons  has  aptly  compared  the  equilibratory  action  that 
goes  on  under  a  Bimetallic  standard  to  that  which  occurs  in 
two  reservoirs,  each  subject  to  independent  variation  of  supply 
and  demand.     In  the  absence  of  any  connecting  pipe,  the 
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level  of  the  water  in  each  reservoir  will  be  subject  to  its  own 
fluctuations  only ;  but  open  a  connecting  pipe,  and  the  two 
find  one  common  level. 

It  cannot  be  otherwise,  and  the  automatic  adjustment  in 
the  case  of  the  Bimetallic  standard  is  extremely  delicate  and 
sensitive  ;  for  the  slightest  tendency  towards  an  agio  is  care- 
fully watched  by  the  metal  brokers,  and  at  once  a  demand 
springs  up  for  that  metal  which  can  be  obtained  at  the  lowest 
rate,  whilst,  at  the  same  time,  the  demand  falls  off  for  the 
dearer  metal. 

Even  were  France  and  the  United  States  to  join  in  the 
adoption  of  a  double  standard,  they  would  not  have  the 
slightest  difficulty  in  maintaining  it  without  the  co-operation 
of  the  other  Powers  ;  for  it  is  obvious  that  if  France  single- 
handed  could  have  maintained  it,  in  spite  of  the  adverse 
conditions  to  which  I  have  alluded,  there  would  be,  a  fortiori, 
greater  security  in  the  co-operation  of  two  such  powerful 
countries  as  France  and  the  United  States. 

"What  matters  it,"  to  use  the  words  of  Cernuschi,  "that 
"Portugal  has  vacillated ;  that  the  Americans  have  passed  from 
"the  ratio  of  15  to  16;  that  the  Netherlands  were  mistaken 
"in  adopting  in  1816  the  ratio  of  15*875,  too  favourable  to 
"  gold  as  compared  with  the  French  15  J,  and  which  made 
"them  a  gold  monometallic  country  until  legislation  in  1847 
"demonetised  that  metal?  What  matters  all  this,  if  the 
"French  ratio  of  15|  has  everywhere  and  always  governed 
"the  relative  value  of  the  two  metals  throughout  the  world? 
"No  other  legislation  has  been  able  to  survive  or  prevail. 

"  The  United  States  are  aware  of  this. 

"Their  15  made  their  gold  emigrate  to  Europe,  just  as  their 
"  16  made  their  silver  emigrate.  This  is  an  historical  and 
"undeniable  proof  that  the  15£  could  never  be  shaken  ;  that 
"  until  1874  there  was  everywhere  identity  of  value  between 
"  1  kilogramme  of  gold  and  15£  kilogrammes  of  silver." 
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Under  a  system  which  would  leave  silver  free  to  circulate  as 
money,  the  tendency  to  hoard  gold  would  be  greatly  reduced. 
The  unreasoning  popular  prejudice  in  favour  of  gold  would 
disappear,  and,  with  the  spread  of  Bimetallism,  an  agio  in 
favour  of  either  metal  (except  in  uncivilised  countries)  would 
become  almost  a  thing  of  the  past.  There  could  be  no  induce- 
ment for  any  State  to  secede  from  the  arrangement,  for,  if  it 
did  so,  it  would  be  the  sufferer,  whilst  the  secession  of  one 
State  could  not  affect  the  ratio. 

The  absolute  ratio  in  a  Bimetallic  system  of  currency  is  of 
little  consequence ;  whatever  ratio  may  be  fixed  by  legislative 
action  of  the  Great  Powers  must  be  stable  and  permanent,  and 
it  will  be  an  advantage  to  adopt  that  which  involves  the  least 
amount  of  inconvenience  and  change.  But  whatever  alter- 
native be  adopted,  it  is  evident  that  some  measure  for  the 
purpose  of  re-establishing  Bimetallism  is  urgently  required. 
The  situation  is  menacing,  and  any  complication,  either  in 
commerce  or  political  difficulties,  or  in  unwise  legislation,, 
might  give  rise  to  a  scramble  for  gold,  which,  to  use  the 
words  of  Mr.  Goschen,  might  provoke  one  of  the  gravest 
crises  ever  undergone  by  commerce. 

Guilford  L.  Moleswortel 


APPENDICES. 


APPENDIX  No.  I. 

Extract  from  Minutes  of  Evidence  taken  before  the  Committee 
for  Coin  at  the  Board  of  Trade,  April  26th,  1828. 
Alexander  Baring,  Esq.,  examined. 

Q. — Is  it  your  impression  that  it  is  possible  and  desirable  to  maintain 
in  this  country  a  silver  currency  as  a  legal  tender,  founded  on  the  pro- 
portion of  silver  to  gold  established  in  the  currency  of  France,  or  some- 
thing very  near  it,  at  the  same  time  that  we  maintain  our  present  silver 
currency,  which  is  obviously  not  in  that  proportion,  and  that  there 
would  be  an  advantage  in  that  system  ? 

A. — I  have  always  thought  so,  and  certainly  think  so  still.  I  have 
no  doubt  about  it.    .    .  . 

Q. — The  circulation  of  the  country  would  consist  of  a  silver  coinage 
of  tokens  being  of  a  legal  tender  only  to  a  limited  amount,  and  a  silver 
coinage  being  a  legal  tender  to  an  unlimited  amount,  and  a  gold 
coinage  ? 

A. — Exactly  so. 

Q. — What  are  the  advantages  you  contemplate  from  the  additions  to 
our  present  currency  of  a  silver  coinage  co- existent  with  the  token  silver 
issued  in  the  manner  you  have  described  ? 

A. — In  speaking  of  the  advantages,  I,  of  course,  set  aside  entirely  any 
question  of  altering "  the  intrinsic  value  of  the  standard,  because,  even 
supposing  that  any  advantage  would  result  from  that  to  the  country — 
as  it  would  be  in  itself  an  act  of  dishonesty  to  do  so — I  set  aside  that 
part  of  the  question  as  presuming  it  not  to  be  in  the  contemplation  of 
Government.  ...  I  proceed,  therefore,  on  the  presumption  that 
there  is  no  intention  to  alter  the  present  standard  of  value,  and  confine 
myself  simply  to  the  question  of  the  facility  and  advantage  which  would 
result  from  having  a  standard  of  two  metals  as  we  had  in  1778,  and  as 

G 


106 


every  other  country  of  the  world  besides  ourselves  now  have.    .    .  . 
Now,  it  is  evident  that  the  Bank,  wishing  to  reinforce  its  supply  of 
specie,  can  do  so  with  infinitely  increased  facility  with  the  power  of  either 
drawing  in  gold  or  silver,  than  if  it  were  confined  to  only  one  of  the 
metals.    The  choice  is  already  much,  but  the  circumstance  that  silver  is 
the  practical  standard  of  Europe  more  than  doubles  the  certainty  and 
facility  of  procuring  a  supply.    Bills  on  Paris,  Amsterdam,  Hamburg, 
&c,  once  taken,  secure  silver,  in  which  they  must  be  paid  ;  but  if  gold 
alone  will  answer  the  purpose  of  the  Bank,  gold  is  a  merchandise  which 
you  must  go  into  the  market  and  buy.    It  may  be  forestalled  by  others 
speculating  on  the  Bank's  known  necessities ;  it  will  always  be  enhanced 
in  price  by  them,  and  the  real  increased  difficulty  acting  in  an  increased 
ratio  upon  the  apprehensions  of  a  body  of  directors  whose  characters  are 
at  stake,  will  lead  to  extravagant  precautions,  the  tendency  of  which 
will  necessarily  always  be  to  cramp  and  reduce  the  circulation,  and  to 
increase  the  existing  distress.    That  medium  of  legal  tender  is  best 
which  affords  the  best  security  against  these  forced  operations.  The 
greater  the  facility  of  the  Bank  to  right  itself  in  these  constantly 
recurring  ebbs  and  floods  in  its  specie,  the  greater  will  be  the  facilities 
given  to  those  who  depend  upon  it,  and  the  less  frequent  will  be  those 
sudden  jerks  and  changes  so  fatal  to  credit  and  to  commerce.    .    .  . 
A  free  concurrent  circulation  of  the  two  metals  in  all  countries  would 
certainly  keep  the  proportion  of  each  to  the  other  most  equable,  and 
have  little  other  ground  for  fluctuations  than  such  as  may  arise  from  the 
charges  of  producing  them.    At  present  these  fluctuations  are  more 
affected  by  changes  in  the  wants  of  gold  and  silver  circulating  countries 
than  by  any  other  cause. 
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APPENDIX  No.  II. 

Extracts  from  the  Final  Report  of  the  Royal  Commission  on 
Gold  and  Silver,  1888. 

'  Part  I.,  Para.  9. — "On  the  whole,  there  can  be  very  little  doubt  that 
there  has  been  a  considerable  increase  in  recent  years  in  the  use  of 
gold  for  the  purposes  of  currency? 

Part  II.,  Para.  9. — "  However  much  opinions  may  differ  as  to  the 
extent  of  the  evil  arising  from  the  increased  difficulty  which  a  fluc- 
tuating exchange  interposes,  we  do  not  think  its  reality  is  open  to 
question." 

Part  II.,  Para.  16. — "  Putting  aside  the  difficulty  which  has  already 
arisen  from  a  fall  in  the  past,  there  can  be  no  doubt  that  the  uncer- 
tainty created  by  the  want  of  a  fixed  ratio,  the  apprehension  of  a 
further  fall,  and  the  impossibility  of  determining  to  what  point  that 
fall  may  reach,  do  make  the  task  of  the  Indian  Government  a  very 
difficult  one,  and  constitute  a  real  and  very  serious  evil." 

Part  I.,  Para.  192. — "  These  considerations  seem  to  suggest  the  exis- 
tence of  some  steadying  influence  in  former  periods,  which  has  now 
been  removed,  and  which  has  left  the  silver  market  subject  to  the  free 
influences  of  causes  the  full  effect  of  which  was  previously  kept  in 
check.  The  question  therefore  forces  itself  upon  us :  Is  there  any 
other  circumstance  calculated  to  affect  the  relation  of  silver  to  gold 
which  distinguishes  the  latter  period  from  the  earlier  ? 

"  Now,  undoubtedly,  the  date  which  forms  the  dividing  line  between 
an  epoch  of  approximate  fixity  in  the  relative  value  of  gold  and  silver 
and  one  of  marked  instability,  is  the  year  when  the  Bimetallic  system 
which  had  previously  been  in  force  in  the  Latin  Union  ceased  to  be  in 
full  operation ;  and  we  are  irresistibly  led  to  the  conclusion  that  the 
operation  of  that  system,  established  as  it  was  in  countries  the  popu- 
lation and  commerce  of  which  were  considerable,  exerted  a  material 
influence  upon  the  relative  value  of  the  two  metals. 

"  So  long  as  that  system  was  in  force,  we  think  that,  notwithstanding 
the  changes  in  the  production  and  use  of  the  precious  metals,  it  kept 
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the  market  'price  of  silver  approximately  steady  at  the  ratio  fixed  by  law 
between  them,  namely,  15£  to  1." 

Part  I.,  Para.  193. — "  Nor  does  it  appear  to  us  a  priori  unreasonable 
to  suppose  that  the  existence  of  the  Latin  Union,  of  a  Bimetallic 
system  with  a  ratio  of  \h\  to  1  fixed  between  the  two  metals,  should 
have  been  capable  of  keeping  the  market  price  of  silver  steady  at 
approximately  that  ratio. 

"  The  view  that  it  could  only  affect  the  market  price  to  the  extent 
to  which  there  was  a  demand  for  it  for  currency  purposes  in  the  Latin 
Union,  or  to  which  it  was  actually  taken  to  the  mints  of  those  coun- 
tries, is,  we  think,  fallacious. 

"  The  fact  that  the  owner  of  silver  could,  in  the  last  resort,  take  it  to 
those  mints  and  have  it  converted  into  coin  which  would  purchase 
commodities  at  the  ratio  of  of  silver  to  1  of  gold,  would,  in  our 
opinion,  be  likely  to  affect  the  price  of  silver  in  the  market  generally, 
whoever  the  purchaser  and  for  whatever  country  it  was  destined.  It 
would  enable  the  seller  to  stand  out  for  a  price  approximating  to  the 
legal  coin,  and  would  tend  to  keep  the  market  steady  at  about  that 
point." 

Part  I.,  Para.  198. — "  The  action  of  the  Latin  Union  in  1873  broke 
the  link  between  silver  and  gold  luhich  had  kept  the  price  of  the  former, 
as  measured  by  the  latter,  constant  at  about  the  legal  ratio ;  and  when 
this  link  was  broken,  the  silver  market  was  open  to  the  influence  of  all 
the  factors  which  go  to  affect  the  price  of  a  commodity.  These  factors 
happen,  since  1873,  to  have  operated  in  the  direction  of  a  fall  in  the  gold 
price  of  that  metal ;  and  the  frequent  fluctuations  in  its  value  are 
accounted  for  by  the  fact  that  the  market  has  become  fully  sensitive  to 
the  other  influences  to  which  we  have  called  attention  above." 

Part  II.,  Para.  107. — "  We  think  that  in  any  conditions  fairly  to  be 
contemplated  in  the  future,  so  far  as  we  can  forecast  them  from  the 
experience  of  the  past,  a  stable  ratio  might  be  maintained  if  the  nations 
we  have  alluded  to  were  to  accept  and  strictly  adhere  to  Bimetallism  at 
the  suggested  ratio.  We  think  that  if  in  all  these  countries  gold  and 
silver  could  be  freely  coined,  and  thus  become  exchangeable  against 
commodities  at  the  fixed  ratio,  the  market  value  of  silver,  as  measured 
by  gold;  would  conform  to  that  ratio,  and  not  vary  to  any  material 
extent." 

Part  I.,  Para.  119. — u  Apprehensions  have  been  expressed  that  if  a 
Bimetallic  system  were  adopted  gold  would  gradually  disappear  from 
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circulation.  If,  however,  the  arrangement  included  all  the  principal 
commercial  nations,  we  do  not  think  there  would  be  any  serious  danger 
of  such  a  result. 

"  Such  a  danger,  if  it  existed  at  all,  must  be  remote.  It  is  said, 
indeed,  by  some  that  if  it  were  to  happen,  and  all  nations  were  to 
be  driven  to  a  system  of  silver  monometallism,  the  result  might  be 
regarded  without  dissatisfaction. 

"  We  are  not  prepared  to  go  this  length,  but  at  the  same  time  we 
are  fully  sensible  of  the  benefits  which  would  accrue  from  the  adoption 
of  a  common  monetary  standard  by  all  the  commercial  nations  of  the 
world,  and  we  are  quite  alive  to  the  advantage  of  the  adoption  by 
these  nations  of  an  uniform  Bimetallic  standard  as  a  step  in  that 
direction." 

Part  I.,  Para.  115. — "  The  remedy  which  has  been  put  before  us 
most  prominently,  and  as  most  likely  to  remedy  the  evils  complained 
of  to  the  fullest  extent  possible,  is  that  known  as  Bimetallism. 

Part  II.,  Para.  115. — "  A  further  danger  to  be  apprehended  is  that 
the  nations  who  were  parties  to  the  Bimetallic  arrangement  might  not 
continue  to  adhere  to  it."  "  It  may  be  difficult  to  suggest  any  motives 
which  should  make  it  their  interest  to  secede,  and  it  may  be  capable  of 
proof  that  any  country  violating  the  international  compact  would  subject 
itself  and  its  people  to  loss  and  serious  inconvenience ;  but,  unhappily, 
enlightened  self-interest  is  not  the  only  motive  of  the  political  action 
■of  nations,  nor  is  self-interest  always  enlightened." 

Extract  from  Note  of  Dissent  by  Sir  J.  Lubhoch  and 
Mr.  Birch. 

"  We  feel  also  grave  doubt  as  to  para.  107  of  the  foregoing 
report.  In  France,  as  stated  in  para.  124  of  the  main  report,  the 
coinage  of  gold  almost  entirely  ceased  in  1841-45,  and  that  of  silver  in 
1861-65.  The  powerful  combination  known  as  the  Latin  Union,  and 
comprising  France,  Italy,  Belgium,  and  Switzerland,  have  not  considered 
it  possible  to  keep  their  mints  open  to  the  coinage  of  silver,  and  the 
ratio  has  fallen  from  15^  to  1  to  22  to  1." 

These  two  reasons  for  dissenting  are  distinctly  unsound. 
1st. — The  fact  that  the  coinage  of  gold  almost  entirely- 
ceased  in  1841-45,  coupled  with  the  undoubted  fact  that  a 
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stable  ratio  was  maintained,  forms  the  strongest  evidence 
favouring  the  probability  of  maintaining  a  stable  ratio  under 
international  agreement. 

2nd. — There  is  not  the  slightest  evidence  to  show  that  the 
Latin  Union  could  not  have  kept  their  mints  open  to  the 
coinage  of  silver.  On  the  contrary,  the  fact  that  gold  to  the 
value  of  1,795,000,000  francs  was  coined  by  the  mint  of 
France  alone,  during  the  years  1851-56,  proves  that  the  Latin 
Union  combined  would  have  had  no  difficulty  in  keeping  their 
mints  open  to  the  coinage  of  silver,  had  they  not  been  misled 
by  the  false  political  economy  then  prevailing,  and  the  conclu- 
sions of  the  Monetary  Conference  of  1867,  which  were  entirely 
and  unanimously  reversed  by  the  Monetary  Conference  of  1878, 
and  every  succeeding  Conference. 


[The  italics  in  the  preceding  extracts  are  mine. — G.L.M.] 
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APPENDIX  No.  III. 

Extract  from  Minute  of  Sir  David  Barbour,  dated 
October  20th,  1887. 

In  no  portion  of  Lord  Liverpool's  "  Treatise  on  the  Coins 
of  the  Eealm  "  is  there  any  allusion  to — 

I.  The  Treasury  Order  of  25th  October,  1697,  directing 
that  the  guineas  should  be  taken  at  22s.  each. 

II.  The  Council  Order  of  8th  September,  1698,  re- 
ferring the  question  of  the  high  rate  of  the  guinea 
to  the  Council  of  Trade. 

III.  The  report  of  the  Council  of  Trade,  dated  22nd  of 
September,  1698. 

IY.  The  resolution  of  the  House  of  Commons  on  that 
report. 

V.  The  Orders  of  the  Treasury  to  receive  the  guineas 
on  public  account  at  21s.  6d.  each,  "  and  not 
otherwise." 

With  the  publication  of  these  documents  falls  Lord 
Liverpool's  statement  that  the  English  people,  by  general 
consent,  and  without  any  interposition  of  public  authority, 
attached  a  higher  value  to  the  guinea  after  the  great  re- 
coinage  than  the  market  value  of  gold  would  justify ;  and 
with  the  fall  of  the  alleged  fact,  must  disappear  the  conclusion 
drawn  from  it — namely,  that  with  the  increase  of  wealth  and 
commerce  the  English  people  in  1698  had  come  to  prefer  gold 
to  silver.  And  with  the  disappearance  of  this  hypothesis 
there  disappears  the  only  evidence  brought  forward  in  sup- 
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port  of  the  theory  regarding  the  progress  of  wealthy  countries 
from  silver  to  gold,  which  Lord  Liverpool  invented  in  order 
to  overthrow  Locke's  opinion  that  "  gold  is  not  the  money  of 
"  the  world,  or  measure  of  commerce,  nor  fit  to  be  so." 

Lord  Liverpool's  theory  may  of  course  be  sound,  though 
the  facts  on  which  he  relied  in  1805  were  imaginary.  On  the 
other  hand,  it  may  fairly  be  said  that  it  was  the  acceptance  of 
the  theory,  on  the  authority  of  Lord  Liverpool,  which  brought 
about  in  the  nineteenth  century  that  state  of  affairs  which  is 
now  held  to  prove  the  soundness  of  the  theory.  His  account 
of  the  matter  did  not  deceive  Bicardo,  who  distinctly  says 
that  it  is  not  because  gold  is  better  fitted  for  carrying  on 
the  circulation  of  a  rich  country,  that  gold  is  ever  preferred 
to  silver  for  the  purpose  of  paying  debts,  but -simply  because 
it  is  the  interest  of  the  debtor  so  to  pay  them.  The  Orders 
which  fixed  the  value  of  the  guinea  at  21s.  6d.  made  it  the 
interest  of  all  debtors  to  pay  in  gold,  and  made  that  metal 
the  "  principal  measure  of  property  "  in  England. 

How  Lord  Liverpool,  or  those  who  acted  under  his  orders, 
came  to  overlook  the  existence  of  the  documents  which  I  have 
quoted,  and  which  at  that  time  would  have  destroyed  the 
basis  of  his  argument,  is  unaccountable. 
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APPENDIX  No.  IV. 


Relative  Value  of  Production  and  Market  Price  of  Gold  and 
Silver,  compiled  from  Dr.  Soetbeer's  Estimates  of  Production. 


Period. 

Value  of  Production. 
(Annual  Average.) 

Proportion 
of  Silver  to 
1  of  Gold. 

Eatio  of 
Market 
Value  of 
Silver  to  1 
of  Gold. 

Silver. 

Gold. 

1801-10 

£8,002,600 

£2,480,000 

3*226 

15-61 

1811-20 

4,866,900 

1,596,600 

3.048 

1551 

1821-30 

4,075,900 

1,983,100 

2-055 

15-80 

1831-40 

5,278,600 

2,830,300 

1-865 

15-75 

1841-50 

6,867,600 

7,638,800 

•899 

15-83 

1851-55 

8,019,300 

27,815,400 

•288 

15-41 

1856-60 

8,235,400 

28,144,900 

-292 

15-30 

1861-65 

9,965,400 

25,816,300 

•386 

15-40 

1866-70 

11,984,800 

27,206,900 

•440 

15-35 

1871-75 

17,232,450 

24,260,300 

•710 

15-97 

1876-80 

19,103,100 

24,052,200 

•794 

17-81 

1881-85 

21,438,000 

20,804,900 

1-030 

18-63 
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APPENDIX  No.  V. 

PRODUCTION  OF  PRECIOUS  METALS. 
From  Sir  D.   Barbour's  "  Theory  of  .Bimetallism? 

Year<  Gold.  Silver.  Total. 

£  £  £ 

1849    5,420,000    9,000,000    14,420,000 

1850    8,890,000    8,900,000    17,790,000 

1851    13,520,000    8,700,000    22,220,000 

1852    27,030,000    8,120,000    35,150,000 

1853    28,080,000    8,120,000    36,200,000 

1854    28,280,000    8,120,000    36,400,000 

1855    30,240,000    8,120,000    38,360,000 

1856    32,250,000    8,130,000    40,380,000 

1857    27,645,000    8,130,000    35,775,000 

1858    24,411,000    8,130,000    32,541,000 

1859    21,458,000    8,150,000    29,608,000 

18fii)    18  683,000    8,160,000    26,843,000 

1861    22,454,000    8,540,000    30,994,000 

1862    22,118,000    9,040,000    31,158,000 

1863    20,115,000    9,840,000    29,955,000 

1864    18,996,000    10,340,000    29,336,000 

1865    20,254,000    10,390,000    30,644,000 

1866   21,720,000    10,145,000    31,865,000 

1867    20,700,000    10,845.000    31,545,000 

1868    19,514,000    10,045,000    29,559,000 

1869    21,283,000    9,500,000    30,783,000 

1870    19,050,000    10,315,000    29,365,000 

1871    21,793,000    12,210,000    34,003,000 

1872    17,569,000    13,050,000    30,619,000 

1873    21,946,000    14,050,000    35,996,000 

1874    19,880,000    14,300,000    34,180,000 

1875    20,353,000    16,100,000    36,453,000 

1876    23,400,000    20,100,000    43,500,000 

1877    23,400,000    16,600,000    40,000,000 

1878    24,400,000    19,500,000    43,900,000 

1879    22,300,000    19,800,000    42,100,000 

1880    21,900,000    19,900,000    41,800,000 

1881    21,200,000    21,000,000    42,200,000 

1882    20,300,000    22,600,000    42,900,000 

1883    19,300,000    23,400,000    42,700,000 

From  Mr.  Robert  Barclays  "  The  Silver  Question  and  the  Gold  Question? 

1884    20,300,000    21,100,000    41,400,000 

1885   21,600,000    23,700,000    45,300,000 

1886    21,200,000    24,100,000    45,300,000 

1887    21,000,000    24,800,000    45,800,000 

1HH8    21,900.000    28,400,000    50,300,000 

L889    23,700,000    32,500,000    56.200,000 
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APPENDIX  No.  VI. 

Estimate  of  Gold  and  Silver  produced  in  the  United  States 

from  1865  to  1889  inclusive. 

(From  Official  Reports  by  the  Director  of  the  Mint  of  the  United  States.) 

Gold  Silver  Total, 

Year.  Dollars.  Dollars.  Dollars. 

1865    53,225,000    11,250,000    64,475,000 

1866    53,500,000    10,000,000    63,500,000 

1867    51,725,000    13,500,000    65,225,000 

1868    48,000,000    12,000,000    60,000,000 

1869    49,500,000    12,000,000    61,500,000 

1870    50,000,000    16,000,000    66,000,000 

1871                      43,500,000    23,000,000  ......  66,600,000 

1872    36,000,000    28,750,000    64,750,000 

1873    36,000,000    35,750,000    71,750,000 

1874    33,490,902    37,324,594    70,815,496 

1875    33,467,856    31,727,560    65,195,416 

1876                     38,929,166    38,783,016  ......  78,712,182 

1877    46,897,390    39,793,573    86.690,963 

1878    51,206,360    45,281,383    96,487,745 

1879    38,899,850    40,812,132    79,711,990 

1880    36,000,000    38,450,000    74,450,000 

1881    34,700,000    43,000,000    77,700,000 

1882    32,500,000    46,800,000    79,300,000 

1883    30,000,000    46,200,000    76,200,000 

1884    30,800,000    48,800,000    79,699,000 

1885    31,800,000    51,600,000    83,400,000 

1886    35,000,000    50,000,000    85,000,000 

1887    33,000,000    53,350,000    86,350,000 

1888    33,175,000    59,195,000    92,370,000 

1889    32,800,000    64,646.464    97,446,464 


APPENDIX  No.  VII. 

Draft  of  a  Bimetallic  Convention  submitted  to  the  Conference 
o/1881  by  M.  Cernuschi. 
Article  1. 

England,  France,  Germany,  and  the  United  States  of  America  shall 
admit  gold  and  silver  to  mintage  without  any  limitation  of  quantity, 
and  shall  adopt  the  ratio  of  1  to  15|  between  the  weight  of  pure 
metal  contained  in  the  monetary  unit  in  gold  and  the  weight  of  pure 
metal  contained^in  the  same  unit  in  silver. 

Article  2. 

On  condition  of  this  ratio  of  1  to  15§  being  always  observed,  each  State 
shall  remain  free  to  preserve  its  monetary  types — dollar,  franc,  pound 
sterling,  mark. 
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Article  3. 

Any  person  shall  be  entitled  to  take  any  quantity  of  gold  or  silver, 
either  in  ingots  or  in  foreign  coins,  to  the  mints  of  any  State  for  the 
purpose  of  getting  it  back  in  the  shape  of  coin. 

Article  4. 

The  mintage  shall  be  gratuitous  to  the  public  ;  each  State  shall  bear 
the  expense  of  its  mintage. 

Article  5. 

The  mints  of  each  State  shall  be  bound  to  coin  the  metal  brought  by 
the  public  as  speedily  as  possible,  and  at  the  aforesaid  ratio  of  1  to  15| 
between  gold  specie  and  silver  specie  ;  the  coin  thus  manufactured  shall 
be  delivered  to  the  person  who  shall  have  brought  the  metal  or  to  his 
assignee. 

If  the  person  bringing  gold  or  silver  requests  immediate  payment  of 
the  sum  which  would  accrue  to  him  after  the  interval  of  mintage,  that 
payment  shall  be  made  to  him  subject  to  a  deduction  which  shall  not 
exceed  two  per  thousand.  The  sum  shall  be  handed  over  at  the  will  of 
the  paying  party  in  gold  or  silver  coin,  or  in  notes  being  legal  tender 
and  convertible  at  sight  into  metallic  money. 

Article  6. 

The  gold  and  silver  money  shall  alike  be  legal  tender  to  any  amount 
in  the  State  which  shall  have  manufactured  them. 

Article  7. 

In  each  State  the  Government  shall  continue  to  issue  as  a  monopoly 
its  small  change  or  tokens ;  it  shall  determine  their  quantity  and  quality, 
and  shall  fix  the  amount  above  which  no  person  shall  be  bound  to  receive 
them  in  payment. 

Article  8. 

The  fact  of  issuing,  or  allowing  to  be  issued,  paper  money,  shall  not 
relieve  the  State  issuing  it,  or  allowing  it  to  be  issued,  from  the  above- 
stipulated  obligation  of  keeping  its  mints  always  open  for  the  free 
mintage  of  the  two  metals  at  the  ratio  of  1  to  15|. 

Article  9. 

Gold  and  silver,  whether  in  ingots  or  in  coin,  shall  be  subject  to  no 
Customs  duty  either  on  importation  or  exportation. 

Article  10. 

The  reception  of  sHvor  shall  commence  the  1890,  at 

all  the  mints. 

Article  11. 

The  present  Convention  shall  remain  in  force  till  the  1st  of  January, 
1800.  If  a  year  before  that  date  notice  of  its  abrogation  has  not  been 
given,  it  shall  of  full  right  be  prolonged  by  tacit  renewal  till  the  1st  of 
January,  1010,  and  so  on  by  periods  of  ten  years  until  such  notice  of 
abrogation  shall  have  been  given  a  year  prior  to  the  expiration  of  the 
current  decennial  period. 
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STATEMENT. 


Until  the  year  1873  the  ratio  at  which  Gold  and  Silver  were 
interchangeable  was  steady,  because  the  Mints  of  France  and 
other  European  countries  were  open  to  all  the  world  for  the 
unlimited  coinage  of  both  metals  on  the  fixed  basis  of  1 5-J  ozs.  of 
Silver  to  1  oz.  of  Gold. 

*  It  may  be  stated  generally  that  during  the  last  century  the 
national  unit  of  coinage  which  constituted  the  Standard  of  Value 
in  the  principal  countries  practically  rested  on  both  metals,  Silver 
being  usually  the  nominal  standard  with  Gold  rated  to  it,  at  the 
discretion  of  each  Government. 

In  the  United  Kingdom,  from  1717  to  1816,  this  system  pre- 
vailed, the  ratio  of  Gold  to  Silver  having  been  fixed  at  1  to  15-21. 

In  the  United  States  of  America  the  joint  Gold  and  Silver 
Standard  was  originally  adopted  in  1786  with  a  ratio  of  15*25 
to  1  ;  changed  in  1792  to  15  to  1,  and  in  1834  to  16  to  1. 

In  1803  the  joint  standard,  with  a  ratio  of  15|  to  1,  was 
definitively  adopted  by  France,  and  in  1865  the  formation  of  the 
Latin  Union,  ultimately  consisting  of  France,  Italy,  Belgium, 
Switzerland,  and  Greece,  extended  and  confirmed  it. 

Owing  to  this,  the  par  of  exchange  between  Gold  and  Silver 
Standard  countries  kept  practically  uniform,  and  Silver,  as  fully 
as  Gold,  performed  the  functions  of  money  throughout  the  world. 

The  action  of  England  in  1816,  in  adopting  the  single  Gold 
Standard,  did  not  disturb  the  steadiness  of  the  ratio  between  the 
two  metals,  so  long  as  the  Continental  Mints  remained  open  to 
the  unrestricted  coinage  of  Silver  ;  but  when  Germany  which 
had  previously  had  a  Silver  Standard  in  1873  introduced  a  single 
Gold  Standard  the  old  equilibrium  was  destroyed,  because  France 
and  the  other  Bimetallic  countries,  in  view  of  the  heavy  sales  of 
Silver  made  by  Germany,  suspended  their  free  coinage. 

This  action  caused  the  price  of  Silver,  as  quoted  in  Gold,  to 
fall,  and  it  (the  Gold  price  of  Silver;  has  since  fluctuated 
violently,  affecting  all  international  exchanges  between  Silver 
Standard  and  Gold  Standard  countries.  In  the  case  of  India 
the  Rupee,  formerly  worth  about  2s.,  has  gradually  dropped  to 
Is.  3|d.  in  English  money,  with  increasing  uncertainty  as  to 
its  prospective  exchangeable  value  as  against  Gold. 

The  substitution  of  Gold  for  Silver,  and  the  greater  amount  of 
exchange  work  that  is  in  consequence  thrown  upon  Gold,  has  led 
to  the  "appreciation"  of  that  metal,  and  to  a  fall  in  prices  of 

*  This  and  the  three  following  paragraphs  are  from  the  Note  appended  to  the  Final  Report 
of  the  Royal  Commission  on  Gold  and  Silver,  by  the  Right  Hon.  Sir  Louis  Mallet,  C.B.,  one  of 
the  Royal  Commissioners. 
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commodities,  as  measured  in  Gold,  which  is  everywhere  visible,  and 
everywhere  baneful  in  its  effects  upon  Commerce,  upon  Manu- 
facturing and  Agricultural  industry,  and  upon  the  growth  of 
Employment  necessary  to  provide  work  for  our  rapidly  increasing 
population. 

Whenever  the  London  Money  Market  is  distressed  and  per- 
plexed by  the  withdrawal  of  even  small  quantities  of  Gold,  and 
by  apprehensions  as  to  further  demands,  coupled  with  serious 
doubts  as  to  the  sufficiency  of  future  supplies  of  that  metal,  the 
necessity  of  fixing  an  international  ratio  between  Gold  and  Silver 
so  as  to  make  both  metals  available  for  Bank  reserves  becomes 
strikingly  apparent.  This  would  provide  an  adequate  supply  of 
Money  available  for  international  purposes  and  for  the  internal 
transactions  of  the  Kingdom.  Grave  dangers  would  thus  be 
averted. 

The  aim  of  the  Bimetallic  League,  as  already  mentioned,  is  to 
secure,  by  international  agreement,  the  opening  of  the  mints  of 
the  leading  commercial  nations  to  the  unrestricted  coinage  of 
Silver  and  Gold  at  such  fixed  ratio  as  may  be  mutually  agreed 
upon  amongst  those  nations.  By  this  means  a  Par  of  Exchange 
would  be  secured  ;  the  two  metals  would  again  acquire  an  Inter- 
national character  as  Money,  and  would  move  freely  from  nation 
to  nation  according  to  the  monetary  requirements  of  the  various 
markets,  whilst  prices  and  wages  in  all  countries  would  be 
adjusted  by  a  uniform  Standard. 

Convinced  of  the  evils  resulting  from  existing  conditions  of  our 
Monetary  System,  and  of  the  hindrance  to  Trade  and  Agriculture, 
which  are  largely  due  to  the  disturbed  relation  between  Gold  and 
Silver,  we  appeal  to  everyone  for  co-operation  in  carrying  out  the 
objects  of  the  League. 

There  is  every  encouragement  to  press  the  matter,  seeing  that 
the  United  States  of  America,  France  (with  the  other  States  of  the 
Latin  Union),  Germany,  and  Holland  are  willing  and  eager  to 
co-operate. 

These  Powers^it  is  known,  will  not  move  without  England, 
and,  under  an  erroneous  conception  of  the  advantages  of  a  single 
Gold  Standard,  this  country  has  hitherto  stood  aloof. 

The  Final  Report  of  the  Royal  Commission  on  Gold  and  Silver  is, 
however,  of  a  character  so  favourable  to  the  Cause  advocated  by  the 
League  that  the  question  is  now  thoroughly  ripe  for  settlement. 

It  is  advisable,  therefore,  that  the  facts  of  the  case  may  be 
made  widely  known  throughout  the  country,  in  order  to  bring 
fche  force  of  public  opinion  to  bear  upon  Parliament  and  upon  the 
Government,  so  that  England,  instead  of  being  a  barrier  in  the 
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way  of  an  International  convention,  may  take  her  due  share  in 
the  settlement  of  a  question  so  vital  to  the  well-being  of  the 
Empire,  so  essential  to  the  interests  of  British  and  Irish  Agri- 
culture, and  of  Commerce  everywhere,  and  to  the  financial 
stability  of  India. 

Any  further  information  concerning  the  League  may  be  ob- 
tained from  the  Secretary,  Henry  McNiel,  F.S.S.,  Haworth's 
Buildings,  5,  Cross  Street,  Manchester,  who  will  also  acknowledge 
Subscriptions  and  Donations. 

The  League  comprises  Ordinary  Members  and  Associate  Mem- 
bers, the  Annual  Subscription  of  the  former  being  One  Guinea, 
and  the  latter  2s.  6d.  Cheques  to  be  made  payable  to  the  Secretary. 

All  publications  of  the  League  are  delivered  free  to  Ordinary 
and  Associate  Members. 
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PUBLICATIONS. 


The  Silver  Pound  and  England's  Monetary  History  since  the 
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By  Hon.  S.  Dana  Horton.  Price  14/-.  Macmillan  &  Co.,  London. 
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By  J.  S.  Nicholson,  M.A.,  D.Sc,  Professor  of  Political  Economy  in 
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Effingham  Wilson,  London. 
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The  Monetary  Question  (Prize  Essay).    By  G.  M.  Boissevain. 

Price  3/-  net.    Macmillan  &  Co.,  London. 
Silver  and  Gold,  The  Money  of  the  World  (Prize  Essay).  By 

Sir  Guilford  L.  Molesworth,  K.C.I.E.     Price  6d.  Effingham 

Wilson,  London  ;  J.  E.  Cornish,  Manchester. 
The   Bimetallic   Question.     Deputation  to  the  Most  Noble  the 

Marquis  of  Salisbury,  K.G.,  Prime  Minister;  to  the  Right  Hon. 

G.  J.  Goschen,  M.P.,  Chancellor  of  the  Exchequer ;  and  to  the 

Right  Hon.  A.  J.  Balfour,  M.P.,  First  Lord  of  the  Treasury, 

Wednesday,  May  11th,  1892.      Price  2d.      Effingham  Wilson, 

London ;  J.  E.  Cornish,  Manchester. 
What  is  the  Bimetallic  Question  ?   A  Plain  Explanation  (for 
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And  numerous  pamphlets  to  be  had  free  on  application  to  the  Secretary, 
Haworth's  Buildings,  5,  Cross  Street,  Manchester. 


